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SERVING 
AMERICAN 
HOME OWNERS 


r. THIS period of war emergency, 
when American families must care- 
fully guard the value of their homes 
and keep them from “running down,” 
Celotex is performing an outstanding 
service. 

Celotex Triple Seal Roofing Prod- 
ucts are available for roof repairs and 
roof replacements. 

Celotex Insulation Materials can 
save precious fuel—cut fuel costs as 
much as 40%. 

Celotex Gypsum Products—Wall- 
board and Plaster—are available for re- 
pair and remodeling work. 

Your Celotex Dealer is a good man 
to know. 


CELOTEX 


ROOFING—INSULATING BOARD 
ROCK WOOL—GYPSUM WALLBOARD 
LATH — PLASTER— ACOUSTICAL PRODUCTS 
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Experts Favor 


for Higher Prices 


SPECIAL UNITED OPINION 
A report, newly prepared, lists 
the 12 issues most recommended by 
leading financial authorities for 
market appreciation. 


Stock selections of more than 
ten advisory services have been 
reviewed in the preparation 
of this exclusive Report—ob- 
tainable from no other source. 


An “introductory” copy of this val- 
uable 12-stock Report will be sent 
gladly to all new inquirers. 


Send for Bulletin CT-65 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A ry Boston 16, Mass. 


LOEW’sS INCORPORATED 

**THEATRES EVERYWHERE™ 

March 9, 1944 

HE Board of Directors on March 8th, 

1944 declared a dividend at the rate of 

50c per share on the outstanding Common 

Stock of this Company, payable on the 31st 

os of March, 1944 to stockholders of rec- 

ord at the close of business on the 23rd day 
of March, 1944. Checks will be mailed. 
DAVID BERNSTEIN, 

Vice President & Treasurer 
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The face is fuzzy 
but 
the fact is clear 
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This is a composite picture of the man 
who owns the electric industry. 


He’s a farmer, doctor, or carpenter. He 

runs a rivet gun, turret lathe, or stamp- 

ing press. He’s a merchant, minister or 
a : : 

mailman. They’re all in here. 


And the point of the picture is: The 
typieal owner of America’s electric in- 
dustry is a typical American. 


Millions of such men — and women — 
own it directly by owning stock in local 
light and power companies. Many 
millions more own it indirectly through 
savings banks and insurance companies 
— which reinvest the money entrusted 
to them very largely in utility securities. 


Probably no other industry is so widely 


owned by the people it serves. If you 
are one of the 45,000,000 bank de- 
positors or 67,000,000 life insurance 
policyholders, you have a real stake in 
this industry. 


You have a right to know that whatever 
affects the electric industry affects you. 
You have a right to be proud that your 
industry, under sound business manage- 
ment, has successfully stepped power 
production up to meet enormous war 
demands — and prices have been held 
down to low pre-war levels. 

You and all America enjoy the benefits, 
¢ Hear "Report to the Nation," outstanding news 
aon of the week, every Tuesday evening, 9:30, 
E.W.T., Columbia Broadcasting System. 


Don’t Waste Electricity Just Because It Isn't Rationed! 


148 ELECTRIC LIGHT AND POWER COMPANIES* 


SELF -SUPPORTING, TAX-PAYING BUSINESSES 


* Names on request from this magazine. 
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The Trend of Events 


THE PROBLEMS OF PEACE... From Washington 
come reports that plans for half a dozen or more inter- 
national conferences on the major problems of post-war 
world reconstruction are now shaping up. It is not too 
soon for planning and action, even though the war is 
far from over. The United Nations are now bound to- 
gether in a mutuality of interest imposed by war. If at 
this time there is not enough good will and intelligence 
among their leaders to permit the shaping of mutually 
acceptable peace policies, when will there be? To table 
the controversial problems until after the war would not 
ease the way toward workable international accords, but 
the contrary. 

The conferences now projected are expected to deal 
with the following problems, among others: 

(1) Stabilization of world currencies, a vitally im- 
portant matter on which British and American views yet 
remain to be reconciled. 

(2) World petroleum reserves and access thereto, a 
problem of exceptional importance to this country both 
because we can no longer take the adequacy of our 
underground reserves for granted and because we are by 
far the largest oil-consuming nation. 

(3) World shipping, in which relative national posi- 
tions have been drastically altered on the one hand by 
the building of the huge U. S. merchant fleet and, on 
the other hand, by great shipping losses of both enemy 
countries and certain friendly countries. 

(4) Arrangements for international aviation, a prob- 
lem that is a political issue in each country and a mat- 
ter of controversy and maneuvering among our own com- 
peting air transport interests. 

(5) Means and methods of rehabilitating liberated 


areas in Europe and the Far East not only for humani- 
tarian reasons but in the interest of order in the trying 
transition from war to peace. 

(6) Plans to assure all countries, so far as possible, 
“freedom from want” and “freedom from fear.” Being 
idealistically abstract at present, this is, of course, the 
most difficult and controversial subject for exploration. 

Some will say: What is the use of talking about such 
things now, when our election in the autumn may largely 
change the present official attitudes and leanings? The 
result of the election may, of course, have a close bear- 
ing—for good or ill—on the role that the United States 
will play in the post-war world. But those who still 
dream that a negative, isolationist foreign policy is 
either feasible or safe for this nation are merely a de- 
luded minority. And “Old Guard” elements who imagine 
that private enterprise can thrive in the present world— 
if only the Government would “let business alone,” go 
to sleep, drop all “planning”—will be in for a rude awak- 
ening in due course if, by any remote chance, they have 
their way. 


NEW COMPETITORS .... Shall new concerns be per- 
mitted to go-into civilian goods manufacturing while 
established producers are still tied up in war production? 
Chairman Nelson of the War Production Board answers 
this question with a flat no. That seems quite fair. But 
this decision is a simple one. . Other aspects of competi- 
tive relations during the transition from war to peace 
will be far more complicated. 

For instance, war work can not terminate at the same 
time for all contractors in any given industry. To permit 
those first out of war work to re-enter civilian production 
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would be to give them an artificially made advantage 
against competitors required to continue in war work. 
Yet not to do exactly this would be, by Federal fiat, to 
impose unemployment upon the plants and workers first 
disengaged from war production. It will take the wis- 
dom of a Solomon to solve this problem fairly—and any 
planned solution will necessarily project the period of 
tight Government control of industry well beyond the 
end of the war. 

On this matter of competition, the case of Jack & 
Heintz provides food for thought. This was a very small 
enterprise before the war. It has mushroomed to sub- 
stantial stature on war orders, which is to say that its 
spectacular growth has been financed by the Govern- 
ment. On the liquid capital accumulated in war work. 
the company desires to finance sufficient competitive 
civilian production after the war to keep all its 7,000 
war workers employed. It contends, however, that it can 
not do this because a recent Government renegotiation 
proceeding took away virtually all the profit it had 
earned. 

Of course, the Government did not take this step to 
prevent Jack & Heintz from competing after the war 
with older concerns. It acted on the conviction that the 
firm’s contract prices provided exorbitant profits. The 
point we make here is that, to the extent that Govern- 
ment contracts have financed large growth of previously 
small or new concerns, it is in effect a Federal subsidy at 
the post-war competitive expense of other companies 
which have not had proportionate enduring benefits con- 
ferred upon them by war work. 


INFLATION CONTROL .. . Senator George, chairman 
of the influential Senate Finance Committee, is reported 
to be willing to consider addition of a new revenue boost 
to the tax-simplification legislation now pending, if the 
Administration will accept it in the form of a general 
sales tax. The chances of this “trial balloon” getting 
anywhere do not look at all bright. 

There is no evidence that the Administration has 
abandoned its strong opposition to a sales tax, on which 
it sees eye to eye—politically and otherwise—with organ- 
ized labor. On the contrary, “liberal” advisers of the 
President are urging him to make a new and resounding 
income tax demand, just to get it on the political record. 
There is simply no chance that Congress will consider 
another general tax measure this year. 

Indeed, it is quite possible—perhaps probable—that 
we have seen the last tax boost for the duration and, 
therefore, that the next important tax revision, however 
distant, will be a tax reduction. If a further tax in- 
crease were considered by the new Congress, it would 
take it six to nine months to agree on a final bill. Thus, 
should Germany be defeated any time before the summer 
of 1945—or appear nearing defeat by then—Congress 
would be far more inclined to explore tax reductions 
than tax increases. 

The Administration, Congress and the people are col- 
lectively at fault in that we have not taken more resolute 
steps to guard against inflation. But, nevertheless, we can 
be thankful that our hodge-podge measures—plus the re- 
straining thrift of the people—have worked fairly well in 
limiting inflation; and very likely will continue to do 
so. The plain truth is that we have already passed the 
point at which the question of whether the Treasury 


collects extra income taxes has much bearing on infia- 
tion. Untouchable by new income taxes, the public al- 
ready has in its hands over $50 billions of “surplus” pur- 
chasing power accumulated as savings over the past 
couple of years; and currency circulation has passed $20 
billions. 

Even if taxes were now raised further, there would be 
enough extant purchasing power for an explosive infla- 
tion—if the other conditions were ripe for it. Thev do 
not seem to be ripe, at least not to our eyes. Whether that 
will be changed in a speculative spree after—or in asso- 
ciation with—the end of the war remains to be seen. 


SMALL BUSINESS . . . The recent Truman Commit- 
tee report states that 71 large concerns have an average 
14-months’ backlog of unfilled war orders, while the 
smallest contractors have only a 5-months’ backlog left. 
Clearly the trend is toward increasing concentration of 
war Output in Big Business. This is one of various rea- 
sons why the Committee strongly advocates prompt in- 
crease in civilian production. The Army will remain 
adamantly opposed, however; and there appears to be 
no chance for either major contract cancellations or sig- 
nificant increase in production for civilians until after the 
long awaited “second front” is successfully established. 

Among the most vocal mourners for small business is 
Maury Maverick, chairman of the Smaller War Plants 
Corporation. He says it is “riding toward a fall” and 
must be “saved” by wise Government planning. It may 
be answered that if we have prosperity after the war. 
well-managed small enterprises will do all right; aind it 
we don’t have it, both small and big business are “rid- 
ing for a fall.” But, assuming that small business needs 
to be “saved,” we doubt very much that Government 
planning can save it, though wiser Federal planning in 
the matter of taxation could help it—and all business, for 
that matter. 

We personally know a number of small business men. 
Most appear to be profiting quite nicely, and the rest are 
working in war plants—with every intention of reestab- 
lishing their former independent businesses after the 
war. We venture to suggest that in the future, as in the 
past, the success or failure of small enterprises will be 
determined 9914 per cent by their own abilities and 


_ efforts. 


SO SOON?... A very interesting bill has recently been 
introduced in the House jointly by five Democrats, three 
Republicans and one Farmer-Laborite. It deals with ‘“‘ad- 
justed service pay” for our future veterans. The veterans 
of the war that ended in 1918 got their “bonus”—a mat- 
ter of several billion dollars—in 1936. This time, if 
these and other vote-seeking politicians have their way, 
the boys will not have to wait so long and the pay-off 
will be much sweeter: a matter of about $30 billions, 
according to the terms of this bill. . 

Well, the bigger the war debt, the more taxes every- 
body—including veterans—will have to pay to service it; 
unless we defraud war-bond investors—again including 
veterans and their families—by some form of repudiation. 
Meanwhile, not knowing what these and other post-war 
costs of the war are going to be, guess-estimates of the 
maximum Federal debt that we are going to pile up 
rest on very tenuous ground. 
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THE PERFUME OF ARABY 


BY 


M.arovorous oil permeates the air in the land 
famous for the delightful fragrance of many scents. To- 
day Arabia’s fame revolves around intrigue for the pos- 
session of that great strategic resource which spells power 
in the new world just ahead. 

Our Government’s. entry into the Near Eastern oil 
picture through long-range commitments in respect to 
Arabian oil has actually loosened a dual struggle with 
far-reaching domestic and foreign implications. The ex- 
plosive reaction which followed its disclosure is there- 
fore hardly surprising. 

Round one of this struggle is being fought at home 
and has only just begun. The oil industry, fearful of 
permanent and increasing encroachment on its preserve, 
is making a vigorous stand against the projected Govern- 
ment-sponsored pipe line across Arabia, branding it as an 
entering wedge for eventual Government participation 
in or domination of the American oil business. The 
battle is now in full swing and final decision may well 
rest with Congress. 

Round two will be fought abroad. —The Government's 
move has caused a good deal of irritation in Britain where 
we are being chided for lack of willingness to coordinate 
our mutual policies. To iron out differences, an Anglo- 
American: conference has been scheduled that will go 
thoroughly into the entire range of world petroleum 
problems. Indications are that the going may be rather 
rocky. : 

Foremost on every side is the quest for information as 
to the Government’s real intentions. The oil industry 
suspects that an official oil policy has already been for- 
mulated and is now being implemented, : Si 
though the Government may be reluctant 
to state it publicly at this time. At any rate, 
the pipe line project and clauses contained 
in the contract covering it have greatly 
strengthened the impression that it forms 
only part of a vast plan for future utilization 
of the world’s oil resources. 

Official intimations, however vague, tend 
to confirm the assumption of a dual aim be- 
hind recent official action. Indubitably, one 
is the desire for conservation of Western 
Hemisphere oil resources now drawn upon 
heavily for war purposes. Apparently the 
Government’s idea is that the big Near East- 
ern resources should be opened up on a large 
scale to supply future European needs while 
American and Caribbean oil reserves should 
only be drawn upon to the extent required 
by strictly Hemisphere needs. 

With this there can be no quarrel. To- 
day, oil rules supreme and we cannot afford 
any weakening of our position through lack 
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of it. But the scheme ‘harbors immeasurably larger as- 
pects, leading directly back to the discovery of the im- 
portance of oil to victory in war. As a result, oil has 
become not only an economic but a political weapon of 
the first magnitude, and its controlled distribution in in- 
ternational markets can be made a powerful deterrent to 
future conflict. It is from this larger perspective that 
we must view current and future developments in the 
Near East. Oil, in short, appears destined to play a lead- 
ing role in the determination-of world policies for a long 
time to come. . 

To fulfill this role, a broad understanding between the 
United States, Britain and Russia, as owners of the 
world’s principal oil reservoirs, is a vital necessity. 
Just how much progress has been made in this direc- 
tion is not publicly known but there is reason to be- 
lieve that the entire problem was aired at the Moscow 
and Teheran conferences. British irritation seems to 
indicate that full agreement does not yet exist. As to 
Russia, there has been no inkling of her attitude which 
possibly, at least for the time being, is one of unconcern. 
We may not be far off in assuming that the spadework 
done at Teheran may have had the desired results. 

But apart from that, potentials for trouble are numer- 
ous. Acquisition of a Government interest in Near East- 
ern oil means first of all that our Government must be 
prepared to protect it in an area remote from our ordi- 
nary military spheres. If need’be, it must be ready to in- 
tervene in the internal economic and political affairs of 
other countries, though no doubt every effort will be 
made to avoid such a necessity. (Please turn to page 640) 
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King Ibn Saud with members of U. S. economic-military mission. 
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Rally —Will It Be a Selling Point?-Or 
Develop Into Extended Recovery? 


With the most significant technical resistance levei yet to be passed, 
the intermediate market prospect remains subject to some question. 


eT Ate. 


In our last previous analysis it was observed that per- 
haps too many people expected and desired a substantial 
reaction in stock prices, and that this fact was technically 
helpful to the market. . 

- In the same analysis we ventured the following intel- 
lectual speculation: 

“An interesting possibility—though one we are not pre- 
pared to bet on—is that the industrials might do in March 
what is generally unexpected: come through with an im- 
pressive-looking ‘false’ move penetrating the high of last 
July, thus ‘confirming’ the rail average’s ‘indication’ of a 
renewed bull market.” 

Last week the long stalemated Dow industrial average 
came to life with an upside break-out on sharply higher 
volume. At this writing it has bettered. the previous 
rally high—made on Jan. 5 at 138.65—by nearly 3 points. 
By moderate margins, the rail and utility averages have 
established new major trend highs. 

The next upside resistance point of any technical sig- 
nificance is 141.75, the topping-out level last September 
of a rally from the August low of 134 that was made fol- 
lowing the fall of the Mussolini regime and the resultant 
sudden crystallization of end-of-the-war considerations by 
investors and speculators. Not far beyond that minor 
milestone, and technically much more formidable, is the 
146 level at which the great 1942-1943 upswing ended. 

Despite new recovery highs by a rather large minority 
of individual stocks, the picture presented by this publi- 
cation’s broader averages does not differ significantly 
from that given by the Dow industrial average. This 
average as we write is approximately 4 per cent under 
its 1943 high.. Our index of 283 stocks is about 5.5 per 
cent under its previous major high. Our index of 100 
high-price stocks is about 3 per cent under previous high; 
and index of 100 low-price stocks some 3.4 per cent under 
its 1943 high. 

Of the 40-odd individual stock groups for which we 
keep indexes, only 11 at the end of last week had bettered 
the 1943 highs. They are farm equipments, communica- 
tions, containers, dairy products, drugs and toilet articles, 
food stores, liquors, machinery, meat packing, paper, tires 
and rubber. As will be seen, they run heavily to “peace” 
stocks; include some groups in which most stocks are dis- 
tinctly secondary in investment quality; and include other 
groups—notably dairy products, food stores and drugs—in 
which further appreciation potentials certainly can not be 
considered spectacular. 

Whether either or both of the quite nearby resist- 
ance levels confronting the Dow industrials—141.75 and 
145.82—will be bettered on the current move remains to 
be seen. However, especially in the volume indications, 
it has the familiar earmarks of a “power play”; and such 
moves will usually carry through the resistance level that 
the public, and professional technicians, have come to 
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accept over an extended period of time as of major sig- 
nificance—in this case, the high of 1943. 

Especially since the market first came under the influ- 
ence of the advance shadows of war in the spring of 1938, 
almost all big volume changes in the direction of stock 
prices have been associated with some specific news devel- 
opment generally regarded as of great importance, though 
more than once erroneously interpreted. The present 
upward thrust, however, is not associated with any sud- 
den news development. 

With the Dow industrials now above 140, investors 
and speculators know no more about the coming inva- 
sion, the duration of the war, the shape of things to come 
in the reconversion period and the post-war business and 
earnings prospects than they knew two weeks ago when 
“the Dow” was sleeping quietly at 136. Yet suddenly 
considerable numbers of people—enough at least to send 
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the market off on a whirl—jumped to the buying side. 
Now, all at once, the skies are clear and wholly bullish— 
or are they? 

From a short-term trading point of view, there is not 
much room for debate. The trader accepts the recent 
bullish technical indications at face value and “plays 


along’”—mentally prepared to jump off if the market’ 


proves unable to plough through the previously cited 
resistance levels or, after doing so, it first goes dead and 
then begins a zig-zag decline. The trader will not con- 
cern himself with the reasons for, or the underlying 
soundness of, the rise; nor—in these days supposedly with- 
out planned “sponsorship”—will he raise his eyebrows at 
the spectacle of rotating group leadership even from day 
to day, though he knows, of course, that the general pub- 
lic does not initiate the rotations. 

But since we do not in this article look at the market 
from a short-term trading point of view, there are some 
questions in our mind. In the first place, we know from 
long experience that the real bargains for major upward 
swings are most likely to be available to sensible investors 
in depressed, low-volume markets or violently over-sold 
markets; whereas we currently have a medium-range, big 
volume market. In the second place, we assume, from 
a super-abundance of “signs,” that the most crucial phase 
of the war is relatively close at hand; we think it wise to 
allow for the possibility—probability might be a better 
word—that the big news we have so long awaited may 
break overnight at almost any time in coming weeks; 
and we don’t believe that either a great success or a fail- 
ure for the invasion of the Continent would be compati- 
ble with a straight-line bull market. 

We may, of course, be entirely wrong. It is possible 
that the protracted, but relatively moderate, market ad- 
justment between July and December adequately dis- 
counted all the uncertainties incident to the invasion, the 
end of the war and the reconversion period. It is possi- 
ble we can now have a great psychological bull market— 
fed by the non-psychological surplus of money—on the 
theme of an expected conservative political trend and 
optimistic hopes that there will be years of good business, 
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Se by tax reduction, after the war. 

But while all this is possible, we think it sensible not 
to be too hasty in jumping to such assumptions. Whether 
right or wrong in its basic premises, if the investing and 
speculative consensus has turned dynamically bullish, we 
would not care to argue with it—but the question of 
whether such a basic change in psychology—taking up 
exactly where it left off last July—is now in the making 
is still, at this writing, in the “if” stage. It is what peo- 
ple think that makes the market. Given adequate evi- 
dence that they are prepared to “think bullish” from 
here on for a major advance of indefinite duration, we 
will have to modify our own thinking—in the direction of 
more bullishness for 1944 and the reconversion period, 
less bullish expectations for the post-war market; for if 
the market is now-to discount the hypothetical post-war 
business prosperity, one wonders what additional ‘‘am- 
munition” the actual post-war earnings could provide— 
except, perhaps, for a bear market! 

Meanwhile, it is pertinent to point out that this is an’ 
abnormal market—not one in which, as in the great bull 
markets of the ’g0’s and of 1935-1937, the thinking of 
investors is geared primarily to business and earnings 
trends, without the vast imponderable, and distractions 
of war. And in war markets, there is greater chance that 
a technical “break-out signal”—such as that which may 
now be ‘in the making—may prove “false.” 

For example, after the election in 1940, the industria] 
average provided a 3-point upside break-out, on heavy 
volume, from a trading rut that had prevailed for many 
weeks with a top around 135. It “looked” very bullish; 
but it wasn’t the start of something. It was the end of an 
intermediate rally. Previously, in April of 1940, the in- 
dustrial average bettered a former trading range high and 
“looked” bullish—but thereafter promptly began to sag 
and in a few weeks came a 40-point nosedive. 

We don’t say this history will repeat, but so far we re- 
main generally cautious in our outlook. Those who have 
followed our advices heretofore now have substantial 
cash reserves. For the present, we recommend that they 
continue to maintain this liquidity—Monday, March 13. 
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1943 CASH INCOME FROM FARM MARKETINGS 
As Percentage Of 1940 Income 
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Dynamic Sales Potentials 


For Companies Catering to Rural Ameriea 


SY °%.A. 


R URAL markets are high on the list of postwar busi- 
ness planners, and with good reason. The farmer has 
been “making hay” and what’s more, he is using his war- 
time bonanza wisely. As a result, rural markets after the 
war not only will afford excellent outlets for a wide range 
of goods and services but they also promise a degree of 
stability which may not be found in urban centers likely 
to be far more affected by transitional unsettlement and 
fluctuating employment conditions arising therefrom. 

Demand for farm products will almost certainly con- 
tinue high, and prices good, for a number of years until 
restoration of agriculture in the war-ravaged countries 
abroad. The prospect is that agricultural production and 
income over the next several years will therefore not 
change much from present record levels. This places the 
farmer in a preferred position as a postwar customer; and 
business, notably retail trade, is girding itself, financially 
and otherwise, for aggressive exploitation of rural mar- 
ket potentials. They are solid and substantial. 

Today, the farmer is getting, on an average, 81% more 
for his products than he did in the five years preceding 
1939. Dairy products and grain are up in price some 
68%, cotton about 87%, meat animals about 70%. Big- 
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ger crops harvested since the war and a marked shift in 
farm output towards relatively high-value products addi- 
tionally helped to boost farm income to the highest level 
in history. On the other hand, the cost of things which 
the farmer uses in his living is up only 45% over the pre- 
war average. 

In 1939, net farm income was $4.29 billion; in 1943 
it came to some $13.60 billion or over thrice as much. 
Actual cash income from farm marketings last year was 
$19,009 million, and total gross income including $669 
million of Government payments amounted to $19,678 
million. The year before it was $15,979 million, compared 
with $11,830 million in 1941, $9,145 million in 1940, 
$4,743 million in the 1932 depression year and $11,296. 
million in the 1929 boom year. In other words, total 
farm income more than doubled since 1940 and quad- 
rupled since 1932 while it is about three times the aver- 
age dollar amount of the base years used in the famous 
agricultural “parity” formula. 

This year, farm income should closely approach $20 
billion. Prices will probably average slightly higher and 
the all-out production goals set for 1944 call for an over- 
all boost in output of between 3% and 4%. 


THE MAGAZINE OF WALL STREET 

















* 


What has the farmer been doing with all the money 
that has been, and still is pouring into his pockets? His 
production costs of course have been mounting but not 
nearly as much as his income. His gain is a genuine one, 
and he is making good use of it. In spite of his flush cash 
position, rural spending is held down by lack of goods. 
So, like his urban brother, he has been paying off debts 
and above all, he has been saving. 

As far as spending is concerned, rural sales of general 
merchandise in 1943 fell about one-half of one percent 
below the 1942 record level while department stores sales, 
reflecting buying activity in urban centers advanced 13%. 
The farmer, of course, is far more affected by lack of 
durable goods than his city cousin, and not nearly as 
large a consumer of “soft goods” which explains the di- 
vergence in rural and urban buying trends. 


Farm Debt Declining 


Retirement of farm mortgage debt has been going on 
ever since farm income has been heading skywards. No 
late figures are available but according to the Bureau of 
Agricultural Economics, farm mortgage debt in 1942 de- 
clined at least $360 million. Total debt repayments, 


including personal and instalment debt, bulks much: 


larger. 

The farmer also has been buying land but not as reck- 
lessly as the “city farmer.” What land he bought was usu- 
ally for immediate output expansion and is thus pro- 
ductive of more income. On balance, such land buying 
was done for cash since no increase in farm mortgage 
debt occurred. 

Last -but not least, the farmer is tucking away tidy 
suins in the bank. Bank deposits, and especially savings 
deposits, in rural areas have ‘been rising above average 
and it is noteworthy that the regions benefiting most 
from higher farm prices are among those showing shar'p- 
est deposit gains during the.last two years. This applies 
especially to the predominantly agricultural: Central 
States. It is a matter of record that rural savings per- 
centagewise are greater than urban savings, in other 
words, the farmer is more thrifty than the war worker. 
Moreover, a good many country people have been migrat- 
ing to urban war production centers and they, too, are 
saving their money.. After the war, many, if not most of 
them, will return to their rural homes, with their savings, 
‘ which will tend further to boost rural market potentials. 

Farm income of course is widely diffused and war-time 
gains are by no means uniform, hence a study of its 
regional distribution is of special interest to businessmen 
planning on cultivating rural markets. A glance at the 
accompanying map shows where greatest income gains 
occurred. They center in the north central region which 
benefited enormously from rising prices for livestock, live- 
stock products and feed crops, all major sources of mount- 
ing farm income. Qutstanding is the showing of the 
eight Midwest states, Illinois, Indiana, Iowa, Minnesota, 
Nebraska, the Dakotas and Wisconsin which together last 
year accounted for roughly one-third of total-farm in- 
come. Their percentage gain over 1942 income was 33% 
compared with only 26% for all remaining states. The 
Western states, too, managed to raise their income gain 
from agriculture above average, partly due to the boom 
in livestock, though the inclusion of California in this 
group highlights the excellent gains made from the mar- 
keting of fruit and truck crops at high prices. 

Generally speaking, by far the widest income gains 
accrued to raisers of livestock, especially hogs, and feed 
crops, poultry and eggs. In 1940, income from the sale 
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of meat animals was $2,427 million; last year it had risen 
to $5,960 million. For poultry and eggs, the respective 
figures are $739 and $2,322 million; for dairy products 
$1,501 and $2,703 million. On the other hand, income 
growth from grain crops was more moderate as were gains 
from cotton and tobacco,.due to greater price and acre- 
age restrictions. For instance cotton growers last year re- 
ceived a total income from marketings of $1,350 million, 
actually smaller than. the $1,408 million obtained the 
year before; however, this still is far in excess of 1940 in- 
come of $677 million. Similarly, tobacco growers last year 


received $555 million, a moderate increase over 1940 in- 


come of $462 million, yet a sizable advance over 1940 
receipts of $247 million. Growers of fruits, vegetables and 
especially of oil-bearing crops improved their income very 
substantially because no ceilings exist for the former two 
and the raising of oil-bearing crops, valuable to the war’ 
effort, is being encouraged by liberal price policies. 

The general income trend is best illustrated by ten- 
dencies observed during 1943. Livestock marketings 
contributed in major degree to rising farm income with 
hog sales especially making sharp advances. Receipts 
from poultry and eggs mounted substantially. Income 
from oil-bearing crops was 70% higher; in Texas, receipts 
from peanuts mounted six-fold and from soybeans twelve- 
fold. Income from vegetable and truck crops last year 
increased in all regions but was largest in the South At- 
lantic states where receipts averaged 52% above the pre- 
ceding year. On the other hand, income from cotton 
declined 24% in the west north central region and 5% 
in the south central section but remained about un- 
changed in South Atlantic regions. Wheat income rose 
13% in north céentral regions but dropped 2% in western 
areas. In North Dakota exceptionally it rose 40% but ~ 
dropped 5% in Kansas. 

Livestock income in the aggregate advanced some 20% 
but was up 40% in the South Atlantic region. In Georgia 
alone, the gain was 52%, and income from eggs and 
poultry nearly doubled. Receipts from hogs ‘were high 
in all sections and gained 41% in west north central 
states. In Iowa, the gain was 39%. 

While farmers all over the country benefited greatly 
from rising prices and stepped up production, the above 
data analyzed jointly with the accompanying map should 
furnish a fairly accurate picture of where concentration 
of farm income is heaviest. It shows the businessman 
where his best rural markets are to be found. Leading 
in point of concentration of income are the west north 
central states. Biggest war-time percentage increases oc- 
curred in Delaware, Maryland, Virginia and Florida. Also 
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in Kentucky, Montana, .Colorado, New Mexico and 
Arizona. 

In point of actual income stand out Iowa, Illinois, 
Texas, California and in somewhat lesser degree Indiana, 
Wisconsin, Missouri and Kansas. By geographical 
regions, largest income accrued to the west north central 
area, followed by the east north central, western, south 
central, south atlantic and north atlantic states. The 
first mentioned is leading by a wide margin, the area’s 
income last year rising by over $1 billion. That of the 
western states mounted by roughly $750 million, of the 
east north central by $600 million, the south central by 
$400 million, the south atlantic by $350 million and the 
north atlantic states by some $275, million. 

Despite existing war-time restrictions, high farm income 
even today is molding the pattern of rural buying. It 
finds, first of all, reflection in urgent demand for farm 
equipment and tools, not only for badly needed replace- 
ments but for output expansion to meet the new and 
higher farm production goals. It is mirrored in steadily 
mounting fertilizer sales, insistent demand for oil and 
gasoline and an equally urgent call for fungicides, nota- 
bly copper sulphate. The Government, to spur farm 
production, is endeavoring to enable the industries in- 
volved to satisfy this demand within the limits imposed 
by our war effort. Prospects are that such demand will 
remain heavy for several years. Farm equipment makers, 
rapidly reconverting to normal line output, will be kept 
correspondingly busy as the war boom in farm income is 
a distinct boon to further farm mechanization. Current 
fertilizer sales are far exceeding last year’s and the fertil- 
izer industry, besides its war production task, is straining 
its capacity to meet the demand. Moreover, fertilizer 
exports to our Allies are mounting; the over-all outlook 
is for sustained capacity business for an indefinite period. 

Meanwhile deferred demand keeps accumulating for 
a wide range of goods and commodities; its satisfaction 
must await the end of the war or at least partial recon- 
version of industry to normal activity. It is in this field 
where current business planning is most intensive.. 

Makers and sellers of consumer durable goods, from 
automobiles, trucks and tractors down the line to the 
smallest appliance expect to do a land office business 
after the war and are preparing accordingly. Even today, 
there is going on a nationwide overhauling, and if neces- 
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sary recreation, of dealer and distributing organizations 
to get ready for the expected sales spurt. In particular, 
great hopes are held out for postwar sales of electric ap- 
pliances, not only for replacements but for large-scale 
new demand as well. War-time enrichment of the farmer 
is expected with certainty to lead to substantial postwar 
progress in rural electrification, of benefit not only to 
local utilities but, as in the past, a distinct spur to sales 
of electric appliances of all kinds, of electric generating 
equipment, electric lighting equipment, pumps and other 
electric machinery used on farms. Makers of such ma- 
chinery stand to benefit from this trend, such as Allis- 
Chalmers, Fairbanks Morse, Hercules Motors and others. 

Another field, holding great promise, is that of mod- 


_ernization of farm homes; it should provide a big market 


for the building and allied industries including plumb- 
ing, hardware and paint makers. In the light of past 
experience and existing and prospective buying power, 
this market is likely to prove a far more reliable outlet 
than that arising from prospective urban residential 
building which is circumscribed by a variety of uncertain 
factors including industrial employment trends, local 
taxes, urban real. estate values and the competitive effect 
of other desirable durable goods such as automobiles. To 
the farmer more than to the city dweller, his home is his 
castle and home improvements, whenever financially feasi- 
ble, have always ranked high in budgetary priority. The 
farmer’s wife, of course, has a good deal to do with it. 
The same applies to house furnishings, another potential 
source of fairly prolific postwar spending by our rural 
population. 


Farm Demand for "Soft" Goods 


Less important, perhaps but in the aggregate quite sub- 
stantial is the deferred demand for non-durable goods 
including clothing, shoes, dry goods and numerous other 
“soft” goods to which the farmer is partial in times of 
prosperity although he, more than his city brother, can 
cut down his wants far more drastically if adverse condi- 
tions require it. Rural buying of “soft goods” has been 
large during the war and promises to continue high. 

Recognizing these potentialities, numerous retail or- 
ganizations are making aggressive preparations. Leading 
perhaps are the mail order houses, always important sup- 
pliers of the rural market and hard hit by war-time lack 
of durable goods which normally account for a substan- 
tial percentage of their sales. Equally alive to existing 
opportunities are numerous chain store organizations. 
Both are planning considerable additions to their retail 
outlets in rural areas. These and other programs for 
peace-time business may, according to recent estimates, 
lead to expenditures of up to $500 million. Montgomery 
Ward alone, it is said, contemplates an expansion pro- 


_ gram to the tune of nearly $100 million. Sears Roebuck 


has also scheduled a large-scale store expansion program. 
Both look forward to exceptional heavy postwar demand 
in rural areas which should greatly contribute to future 
sales and earnings growth of these concerns. Lesser mail 
order houses, such as Spiegel, will doubtless participate 
in this progress trend as the company’s sales territory is 
primarily in agricultural areas. The same applies to 
Chicago Mail Order Co. which is increasingly expanding 
in the retail store field with 80% of sales derived from 
rural customers. 

Among chain store organizations, best prospects fall 
to the decentralized department stores such as C. J. Pen- 
ney and Allied Stores; they are in excellent position to 
capitalize on postwar farmers’ (Please turn to page 636) 


THE MAGAZINE OF WALL STREET 











— 0Q sv. fb FP a Pee Pe ee ee ee en 


co 
a. a 


ero 











RAILS SUITABLE FOR INVESTMENT 














Today and Tomorrow 














BY ADOLPHE R. AUBERT 


Tue average investor attempting to project postwar 
earning power for the Class I roads to ascertain whether 
any value exists for rail equities must bear in mind the 
overall financial ard technical accomplishments already 
achieved during the late gos and particularly during the 
war period. Further, ' si 

he must make certain 
fundamental assump- 
tions which at this 
writing appear rea: 
sonable in the light 
of existing economic 
trends. 

Prior to comment- 
ing on the overall fi- 
nancial and technical 
accomplishments of 
the Class I roads in 
the past decade, it is 
well to recall that the 
industry enjoyed a 
monopoly transporta- 
tion position until 
World War I; that in 
the period following 
World War I and the 
decade of the 20s, rela- 
tively few investors 
recognized the funda- 
mental meaning of the inroads then being made on rail- 
road traffic by pipe lines, subsidized water ways and prin- 
cipally trucks. These adverse factors were hidden by the 
excellent earnings enjoyed by the carriers in the period 
of greatest prosperity thus far enjoyed in the history of 
the United States. 

The depression following the culmination of that 
period of prosperity proved how vulnerable the roads 
were to the depression influences and adverse competitive 
factors. From an average gross of over $6 billion in the 
208, a decline of slightly over $3 billion was recorded 
($6.3 billion in 1929, $3.1 billion in 1933.) The 30s can 
be broadly characterized as a period in which the capital 
goods industries were chronically depressed. Since the 
railroads are largely dependent for their prosperity on 
the activities of these “heavy” industries, their poor finan- 
cial showing during the period of the 30s may be at- 
tributed in no small degree to the failure of the capital’ 
goods industries. to effect a recovery comparable to the 
period of the 20s, following the 1919-21 depression. 

From this poor financial showing stems investor lack 
of confidence in the rail industry as manifested by exist- 
ing low prices for railroad equities and junior bonds 
which quotations in themselves mark a substantial ad- 
vance as compared with prices which existed as recently 
as 12 months previously. Admittedly, the rail industry 
has problems of magnitude to solve, including numerous 
inflexible cost items. These problems cannot be dismissed 
lightly. Yet, even of greater importance is a fundamental 
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Lightweight Streamliners Will Be the Rule 


change which took place in the latter 30s, which change 
many investors even today fail to recognize, for in the 
late 30s railroad traffic, as measured by gross revenues, 
stabilized vis-a-vis its competitors. Such stabilization was 
primarily the result of Congressional legislation bringing 

all competitive trans- 
portation media with- 
in ICC regulation and 
control. This control 
included rates. While 
this Act was passed 
prior to 1935 its effect 
upon the entire trans- 


portation industry was 
not made effective 
until 1938. In this 


writer’s opinion, fail- 
ure of investors to 
recognize this funda- 
mental change, more 
than any one single 
factor, accounted oe 
railroad _ security 
prices remaining at 
such absurdly low lev- 
els in the period from 
1938 until well along 
in the war period. 

Nor is the majority 
of the investing public as yet aware of the financial im- 
provement already accomplished in the past decade or 
more. Whereas in 1930 total debt of all Class I carriers 
totalled $11.9 billion, by the end of 1944 this debt should 
be reduced to $7 billion or thereabouts. In this compu- 
tation we assume the elimination of $2.3 billion which 
will have been achieved when all of the proposed reor- 
ganization plans will have been consummated. Interest 
charges will then have been reduced to $300 million 
annually, to which should be added rents for leased roads 
and interest on unfunded debt which should average 
$150 million. The latter sum fluctuates with volume in 
traffic, in turn dependent on the business cycle. In recent 
years it has fluctuated between $140 million and $180 
million. 

Cash resources of the Class I roads have shown a star- 
tling improvement. Working capital at the 1943 year end 
was approximately $1.8 billion, highest in the industry's 
history. This figure may be contrasted with an average 
working capital of $500 million in the 20s and $300 mil- 
lion in the gos. Table I, providing financial statistics 
of all of the Class I roads, will indicate- the substantial 
improvement which has taken place since 1929. 

As a mitter of fact these cash assets may actually be 
understated somewhat since total Federal tax accruals at 
the 1943 year end was probably in excess of $1.8 billion 
($1.735 billion as of October 31, 1943). These accruals 
may be in part nullified or cancelled an the event of a 
sharp down-turn in net operating income, through opera- 








tion of the carry-back provisions of the 1942 Revenue Act. 

In addition to these benefits, carry-back and carry- 
forward provisions already referred to provide some 
measure of stability to postwar earnings. Likewise the 
high excess profits tax currently being paid by the Class 
I roads affords a substantial cushion against a decline in 
earnings. It has been estimated that as a result of the 
provisions of the 1942 tax law, a contraction of 30% in 
gross revenues, or from $9 to $6.3 billion, would be trans- 
lated into a reduction of but 10% or $136 million in net 
income. ($901 million net reported in 1942, $897 million 
in 1943.) 

Last but not least, the investing public has not clearly 


understood the extent operating efficiency of Class I 


roads has been increased, chiefly by efforts of manage- 
ment. For instance, revenue ton miles, increased 66% in 
the period 1930-1942 and in that period, despite an in- 
crease in the hourly and annual wages of 25.7% and 
34.6% respectively, total wages increased but 1.5%. Ton 
miles per dollar of wages, an important statistical unit 
of measurement, increased 44.8% in this same period 
while ton miles per employee showed a similar favorable 
trend. Utilization of more efficient locomotives, larger 
capacity freight cars, better road beds and heavier rail 
permitting increased speeds, these and other similar im- 
provements have made possible the above mentioned rec- 
ords. A relatively new development—Centralized Traffic 
Control—promises equally important savings for the fu- 
ture in that it will doubtless eliminate the need of adding 
much extra track on mileage of increasing density. In 
fact it is estimated by some authorities that in the decade 
following the war, Centralized Traffic Control may elimi- 
nate the need of as much as 40,000 miles of existing main 
line double track, with resultant lower maintenance 
expenses for such roads as find it profitable to install 
such devices. 

All these financial and technical improvements. how- 
ever, would be of slight import to the equity holders 
were it not for a new factor which more or less nullifies 
the poor historical earnings of the gos. We have reference 
to the postwar need of maintaining our national income 
at a very high level, if we are to service a national debt 
of from $250 to $go0c billion and at the same time main- 
tain employment at high levels, thereby re-absorbing our 
returning service men into the national economy. There- 
fore, one may forecast with reasonable assurance a post- 
war national income in excess of $100 billion—possibly 
considerably higher. Interest of railroad security owners 
in this question is most important for in Table II the 
relationship between gross revenues of the Class I carriers 
and national income is indicated for a series of years 
since 1926. 

In recent years such revenues have averaged 5.8% of 
national income. Should this relationship be maintained 





Table Il 
RAILROAD OPERATING REVENUES AND NATIONAL INCOME 
Gross Oper. 
Gross Revenue 
National (Class 1 % of 
Income Railroads) Nat'l Income 
(Billions) 
$76.9 $6.4 8.3% 
83.4 6.3 oe 
40.0 3.2 8.0 
65.1 41 6.3 
64.4 3.6 ‘5.6 
77.8 4.3 5.5 
95.6 5.3  § 
119.8 7.5 6.3 
142.5 9.0 6.3 








in the postwar era, gross railway revenues ‘would then 
range between $6 and $8 billion annually. Actually we 
believe that the relationship will be somewhat more fa- 
vorable to the rails since we anticipate a higher degree of 
activity in the heavy industries than was the case in the 
decade of ‘the gos. Assuming that the industry is able to 
obtain gross revenues of between $6 and $8 billion, and 
assuming that operating expenses can be controlled to 
permit of a 70% operating ratio, and further assuming 
the elimination of excess profits taxes and the continued 
existence of a 40% normal and surtax rate, earnings 
after charges for the Class I roads should range between 
.$1 billion and $1.3 billion, again depending upon the 
fluctuations of the business cycle. Fixed charge coverage 
under these circumstances should fluctuate in a range 
_ between 2.25 and 3°times, and net available for stock- 
holders from $530 to $830 million, which figures compare 
with $897 million reported in 1943, $901 million in 1942 
and $897 million in 1929—previous pre-war peak. 

Such earning power if realized should permit of greater 
liberality in dividend disbursements especially as by that 
time most railroads will have adjusted their debt burdens 
to the realities of a competitive railway era. If, for ex- 


ample, we assume that Southern Pacific will succeed in - 


reducing its debt by $200 million to some $500 million 


and its fixed charges from its former level of $31 million - 


to $22 million—the latter well within its earning capacity 
of the gos—surely there would seem little justification for 
this road to limit its dividend policy to $2 per share as 
currently being disbursed, especially were postwar earn- 
ings to average $6 to $8 per share as indicated in Table 
III. Higher dividends would then permit of a more lib- 
eral market appraisal of rail equities as a whole. South- 
ern Pacific of course is not a unique situation. There 
are numerous other equities which have been and will 
continue to reduce debt to similar extent, and these 

equities are equally attractive. 
The position of equities in general is further strength- 
ened by a recent development of major importance. 
Many institutions, after having been sellers 
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LONG-TERM FINANCIAL RECORD OF ALL CLASS | RAILROADS 





: 1929 1937 1938 1939 1940 1941 
Oper. Rev. (mill.)...... ++ $6,279 $4,166 $3,565 $3,995 $4,296 $5,346 
Net Oper. Inc. pay cv eceee 1 590 373 588 682 998 
Fix. Chgs. Actual (mill.)....... 714 646 626 629 618 620 





Fix. Chg. Cov. Cima 2.25 1.18 0.82 1.20 1.32 1.84 
Fix. = Adj. (mill.)........ 450 450 450 450 450 450 
Fix. Chg. Adj. Coverage 
fae .) 3.58 1.65 1.11 1.61 1.81 2.54 
Tax Accruals fai). ‘ : 396 325 340 355 396 547 
_ Oper. Ratio (%) . 11.7 14.9 76.3 73.0 71.9 68.5 
Return on Inv. fh ae - 484 2.27 1.43 2.25 2.59 
Working Cap. (mill.)......... ; 516.9 282.8 253.4 655.6 516.5 


*—Estimated. 
#—As of Oct. 31, 1943. 


$7,466 $9,054 


3.75 5.56 5.46* 
799.2 1,259.0 1,823.8/ 


of rail securities on balance since 1937, 
_have returned to the market as purchasers 
of first mortgages on roads already emerged 
or in process of emerging from reorganiza- 
tion such as Erie, Wabash, when-issued 
yy ile +r mortgages, Northwestern and Rock Island 
628 610* obligations. In addition they have pur- 
“0 iso chased the first mortgage obligations of the 
ies cee so-called borderline rails, such as Baltimre 
1,202 1,7344 -& Ohio, Illinois Central and New York 
— Central. With the market now relieved of 
forced liquidation and with institutions re- 
entering the market, the first result will 
undoubtedly be to restore the values of 


1942 1943 
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those first mortgage bonds still selling at a marked dis- 
count even at this late day. This assumption is justified 
in the light of the Supreme Court decision of Mar 15, 
1943, When absolute priority was definitely reaffirmed. 
Today no first mortgage issues of importance are selling 
below 80 and the majority of such issues are selling 
around or above par. Since the spread as between senior 
bonds has in many instances widened because of institu- 
tional purchases already consummated, the next logical 
market move is to anticipate the closing of this gap, with 
Income bonds of the reorganized carriers likely to ex- 
perience a sizeable advance paralleling the probable mar- 
ket rise of junior issues of the borderline rails such as 
New York Central and B & O refundings and Illinois 
Central “Joints.” 

Thus, the improved technical conditions of the railroad 
market originally sparked by the defaulted rail bonds 
which, as measured by the Dow Jones averages rose in 
recent years from 7.23 (1940 low) to 40.83 currently, has 
spilled over into second grade rail bonds and even into 
rail equities. The latter (Dow Jones rail average) ex- 
perienced a sizeable advance from 23.31 on June 2, 1942, 
to 38.32 in late July of 1942. Recently after having de- 
clined sympathetically with the industrials in the latter 
part of 1943 this average penetrated its July 1943 top 
in contradistinction to the industrials which currently 
are still below the 1942 top. 

Technical action of the rail market can, in our judg- 
ment, be interpreted only as forecasting a sizeable ad- 
vance over coming years. Historically rail securities are 
still cheap despite their advance—far cheaper in fact than 
are the industrials. In fact there is reason to believe that 
if railroad credit has not already been re-established, it 
is well on the way towards this ultimate goal. The in- 
vestor with patience and courage and above all with the 
foresight to interpret logically statistical data herein 
presented, is offered an opportunity similar to that af- 
forded him several years ago when defaults were on the 
bargain counter, such as Missouri Pacific 5s at 20 and 
Rock Island at 10, etc. Admittedly the risk is far greater 
even in selected equities than was the case previously 


when the purchaser of a defaultea bond was assured of 
a large percentage of his investment being returned to 
him in the form of a sound 1st mtge. bond. Yet equities 
today offer excellent opportunities, they range in invest- 
ment gradation from those entitled to a high degree of 
investment merit to those formerly speculative in char- 
acter. See Table III. 

This in brief is a background for a constructive long 
pull attitude on rail securities. However, selectivity is 
still desirable in singling out investment and speculative 
media, since certain carriers have made more progress in 
solving their debt problems than others and still others 
are benefiting by the incidence of geography. As a help 
to the investor we have prepared a table on rail equities 
divided into several categories, including equities of roads 
entitled to a high credit rating, medium credit rating, a 
borderline credit rating and of roads already reorganized 
or in process of being reorganized. No correction has 
been made in the preparation of this table for any excess 
profit tax cushions or carry back or carry forward pro- 
visions. Nor have we attempted to forecast additional 
debt retirements or to recompute earnings on that basis. 
However, fixed charge coverage as actually reported for 
the solvent roads is shown for the years 1929, 1932, 1936 
and 1943, as well as earnings on the junior equities of 
each of these respective years. We have added two com- 
putations—the first column estimating fixed charge cov- 
erage and equity earnings on the assumption that general 
business will be maintained at 125% of the 1935-39 aver- 
ages, the second on the assumption that such index will 
reach a level of 150% of this base period. 

We have also computed fixed charge coverage and 
equity earnings on nine reorganized carriers. We have 
adjusted all currently proposed capitalizations for the 
incidence of cash, and we have eliminated for purposes 
of comparison Sinking Funds and A & B Funds, as pro- 
posed under the ICC reorganization plans. We have 
done this purposely since none of the solvent roads have 
similar deductions in computing either equity earnings 
or fixed charge coverage. 

In computing fixed charges, (Please turn to page 644) 
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Estimated Coverage and Earnings if E.P.T. 
eliminated postwar and FRB Index is above 


Fixed Charges—Times a Earnings Per Share—Common 1935-1939 Average by as much as en 
1929 1932 1936 1929 1932 1936 Prelim. 25% 50% Div. Pd. 
STRONG CREDIT ROADS 
Chesapeake & Ohio. .............+- 4.53 3.19 5.27 5.24 $5.27a $3.07 $5.72 $4.04 5.27 $4.50 6.50 $5.50 $3.50 
Norfolk & Western............0.0055 9.02 4.87 15.74 11.71 29.06 11.30 22.74 15.58 14.50 20.75 15.50 22.00 10.00 
MIN Is Sale 64 5. 'o 010s 00.06 00:0 3.89 2.37 2.52 4.26 20.37 1.49 8.20 14.09 3.05 11.25 4.25 14.00 6.00 
GOOD CREDIT ROADS 
Atchison....... 1.07 1.77 6.16 22.69 0.55 1.56 21.17 3.00 8.00 4.00 11.00 6.00 
Great Northern.... 0.31 1.56 2.57 10.31 5.39d 3.98 7.84 2.50 7.25 3.00 9.60 2.00 
Louisville & Nash.. 0.80 1.92 3.50 11.73 1.80d 8.24 18.69 2.22 917 2.55 12.50 7.00 
Reading...... 1.47 1.75 2.54 9.08 1.02 2.65 6.31 2.72 4.30 3.00 6.60 1.00 
BORDERLINE ROA 
OY RRA ieee: 2.03 0.81 1.14 2.00 10.31 3.39d 0.85 10.90 1.52 3.44 1.73 7.60 _ 
MMII So. 6c00 sccrccccsecces 1.72 0.80 1.04 2.78 9.14 3.41d 0.26d 17.68 1.50 4.41 1.80 7.72 _ 
RS ain 6 Coccce ccekccces seas 2.19 0.44 1.98 2.61 15.51 19.48d 15.46 20.26 2.50 15.15 3.00 22.28 _ 
Northern Pacific....... os 48 0.86 1,13 2.78 8.79 0.80d 0.73 10.30 1.43 2.40 1.71 4.00 1.00 
Southern Pacific....... . he. ae 0.81 1.47 3.26 12.74 .53d 3.84 16.20 1.80 5.40 2.16 7.90 2.00 
it IS 5 ane neicdigad bosieis'e 2.05 0.35 1.26 2.63 11.65 0.95d 1.01 15.81 1.60 4.60 2.00 9.25 2.00 
REORGANIZATION ROADS (Anticipated capitalization applied to past earnings)*See Text. 
NGG oe waKteccke }<udewes Vh0s.0% 90 0.27 3.61 15.43 7.58 _ _—_ 18.01 5.88 2.77 7.05 4.64 _ 
PRCMUMIEEINS 5 Gro cise dclvcdscseecece 12.26 238 2.87 17.82 22.63 —— — 38.84 6.29 5.22 7.55 8.89 — 
MEINE LG, bole 5 5:5:0° Kips oa 0cns'o'e ste 66 2.33 0.76 19.78 10.57 —_— —_ 18.74 6.58 2.26 7.89 3.90 _ 
| ORE SRE eS erm ac 25 2.10 2.77 3.35 5.63 0.26 1.93 3.39 3.27 3.19 3.93 4.82 1.00 
MES oA BE Srreden va Res ceverdcawes 22.78 def, 1.59 12.79 11.71 —— — 6.01 5.85 2.06 7.31 3.03 — 
MRS dulcis vincsosncneces 4.15 1.50 1.81 5.17 8.34 — — 13.23 2.50 0.41 3.05 3.08 _ 
Minn, & St. Louis....... E E E E 13.21 —_ 5.09 21.41 E 14.66 E 17.34 —_— 
Ptpiiescecscces ie 7.61 1.16 1.73 8.02 11.79 = — 12.77 3.33 1.46 4.16 3.47 _ 
Western Pacific............00.- : D D D 4.69 —— 0.99 53.70 D 13.79 D 20.06 —_ 


a—Adjusted for 4 to 1 split. 

c—For computation A & B shares combined to form 1,500,810 sh. Com. 

D—Assumed that all 1st Mtge Bonds retired immediately after emergence from 
reorganization and Incomes called in their entirety or conversion fore 


b—1st Mtge Int., although Income Int. is treated as Int. in this table. 


it, 
in 1944, E—Subsequ: 
debt outstanding. 


ent to retirement of Income 434s May 1st next, road will have no non-equipment 
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Except when spotlighted by war loan drives, the cap- 
ital market these days is not much in the news. Yet it 
continues to fulfill its normal function, however modestly 
at present, and meanwhile is girding itself for consider- 
ably stepped up activity as reconversion and transition 
approaches. While still maintaining a fair flow of funds 
into the body economic, the capital market’s primary role 
of providing new funds for business by tapping the sav- 
ings of millions of individuals has undergone a marked 
change since the war. he ae 

In times of normal business growth, there is ordinarily 
an attendant growth of new capital financing. But the 
present industrial boom is by no means normal, arising 
as it does from the war effort, and its financial reflection 
is found in U.S. Treasury financing rather than in cor- 
porate financing as Government has largely superseded 
the capital market as the major source of funds for the 
huge industrial expansion brought about by the war. 

Thus the aggregate of all corporate issues floated last 
year amounted to a mere $1.08 billion, compared with 
$1.04 billion in 1942 and $2.62 billion in 1941. Of last 
year’s total, only some 35% represented new capital 
financing while the remainder served refunding pur- 
poses. On the other hand, new indebtedness incurred 
by the Treasury last year through public sale of its se- 
curities reached the stupendous total of $63.18 billion as 
against $50.40 billion in 1942 and $11.51 billion in 1941. 
Pre-war figures of course averaged far below even the 
latter. 

Normally, corporate financing policies are greatly in- 
fluenced by cyclical business conditions. Security sales 
for new money decrease with slackening business activity 
and expand in years of good or rising business. The past 
record of corporate security flotations clearly delineates 
this trend. 

From a monthly average of less than $200 million in 
the early Twenties, the value of new capital issues rose 
to a peak of nearly $667 million monthly in 1929 but fell 
to the low average of $12 million in the depression year 
1933. Thereafter, the best recovery year was 1937 when 
new capital financing reached a monthly average of $102 
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million. The subsequent decline carried the average to 
the low level of $32 million in 1939. While the recovery 
in 1940 was relatively good, the average for that year of 
$60 million was only equal to about 10% of the 1929 
figure and about 20% of the average for the period 
1919-29. Significant is that the new capital market in 
1940, as in later years, failed to reflect the record break- 
ing plant expansion that began in that year. 

On the other hand, refunding issues reached a record 
high during the recovery period in the later Thirties, 
in line with low interest rates and the desire of corpora- 
tions to reduce their fixed charges. From a low of $18 
million monthly in 1933, they rose to a new high of $282 
million monthly in 1936. The highest reached since then 
was $166 million in 1940 compared with a pre-depression 
peak of $154 million in 1927. By all odds, 1929 was a 
most exceptional year when the volume of securities sold 
was over twice that of any other year in two decades. Not 
only that, but common and preferred stock issues were 
more than double the amount of bonds sold for new 
money. 

For a short period in the Twenties, it looked as if 
large manufacturing corporations were tending to substi- 
tute stock financing for bond financing but this tendency 
did not persist. Only in the late Twenties, a period of 
extremely favorable stock prices and great ease of selling 
securities, did volume of stock sales increase substantially 
relative to bond sales. From 1922-27, though stock prices 
were rising faster than bond prices, the annual volume 
of bond sales increased more than stock sales. In the 
early Thirties, few securities of any kind were sold but a 
considerable volume of long-term debt was retired. After 
1930, short-term debt expanded relative to long-term 
debt and equity capital while long-term debt in turn 
was expanding in relation to common and preferred 
stock. Only in 1940 when stock prices soared 40% were 
stock sales again substantial in relation to bond sales. 
These general trends apply primarily to the manufactur- 
ing industries. 

In contrast, large trade corporations displayed a ten- 
dency to rely more on common stock financing than on 
bond or preferred stock financing. In the railroad field, 
bond financing of course always predominated but a 
change may be in the offing after the war although hardly 
a radical one. Utilities, too, in the main used bond 
financing to obtain needed capital, for obvious reasons. 

In the manufacturing field, fast growing industries 
such as petroleum and steel sold the largest amount of 
new securities, reflecting the industrial development of 
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the Twenties. Conversely, slow growing industries such 
as textiles, meat packing, food, machinery were the small- 
est sellers. Exceptionally, the automobile industry though 
quickest to grow during that period showed marked in- 
dependence of the capital market. Interestingly, in spite 
of the declining trend of security sales during the Thir- 
ties, the year 1938 stood out as providing the highest per- 
centage (48%) of new funds to fixed capital expenditures 
of any year in the two decades. 

The preponderance of bond financing over stock financ- 
ing since the Thirties is readily explained. It is due, 
first of all, to an avalanche of refunding operations but 
in major degree also to unsatisfactory stock market condi- 
tions and particularly to the low money rates prevailing 
under the New Deal’s “easy money” policy which rendered 
bond financing considerably cheaper. Thus according 
to a SEC study, the relative cost of selling bonds in the 
years 1925-29 was 6% for each $100 secured from inves- 
tors. In the period 1935-38, the cost dropped to 4.8%, 
and to 2.4% in 1938-40. On the other hand, the cost of 
selling preferred stock was 7.8%, 10% and 5.7% respec- 
tively in the periods mentioned. The cost of common 
stock financing varies of course, depending on other fac- 
tors than the money cost proper, but averaged consider- 
ably higher throughout. In the 1938-40 period it was 
9.2%, almost four times the cost of bond financing. Ad- 
ditionally, and this is an important factor, cyclical busi- 
ness conditions were not propitious for new capital 
financing, or, in othe: words, capital needs declined rath- 
er than rose during the Thirties except during the lat- 
ter part. 

Early in the war, that is in 1939 and 1940, there was no 
marked departure from previous broad trends. Total 
corporate financing continued to fluctuate between $2 
and $3 billion annually as it did since 1936, with the 
accent on refunding which exceeded three or four-fold 
the amount of new money raised in these two years. 
Stock financing, especially common stock selling, re- 
mained a very minor factor while long-term debt con- 
tinued to furnish the bulk of required new funds. In 
1940, however, an incipient rise of short-term debt financ- 
ing was to be noted. In both years, utilities did most of 


the refunding, followed by the railroads and the iron- 
steel-coal-copper group. Utilities and railroads were lead- 
ing in new capital financing as well which in 1940 was 
about twice the 1939 volume, totalling $589 millions 
against $282 millions, compared with aggregate refund- 
ing of $1,806 million against $1,601 million in 1939. 

It was not until 1941 that financing activity of the 
manufacturing industries perked up. Total corporate 
financing, amounting to $2,610 million, hovered closely 
around the previous year’s level with refunding opera- 
tions of $1,550 million continuing to exceed new money 
financing of $1,160 million, but making a distinctly 
smaller gap between these two categories. In the refund- 
ing field, utilities again led with $874 million but manu- 
facturing industries forged ahead to second place with 
$142 million while railroads with $107 million placed 
third. The bulk of the refunding issues were bonds but 
preferred stocks began to increase in relation to the for- 
mer. Utilities, railroads and manufacturing companies, 
in that order, were the principal industries seeking new 
capital, mostly by sale of bonds or long-term notes but 
short-term notes doubled against the previous year’s vol- 
ume of $24 million. 

In 1942, the impact of war financial needs became more 
pronounced. As the Government increasingly assumed 
the role of principal supplier of credit, new corporate 
financing dwindled to $1,042 million but for the first 
time since 1937, new capital raised, amounting to $624 
million, exceeded refunding operations of $417 million. 
Utilities again led in refunding with $467 million, fol- 
lowed by manufacturing corporations with $336 million. 
The oil industry with $145 million placed third, remain- 
ing as in previous years one of the more active industries 
in the refunding of long-term debt. New capital financ- 
ing was headed by the manufacturing group with $275 
million to supplement Government sponsored plant ex- 
pansion and strengthen working capital. Utilities fol- 
lowed with $175 million and the oil industry with $124 
million, all items consisting chiefly of bonds. Common 
stock financing continued to languish while preferred 
stock sales crept slightly above the preceding year’s levels. 

Last year, total corporate financing with $1,080 million 
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was little changed from the 1942 figure. Refunding 
operations rose somewhat to $702 million, mostly bonds 
and principally for the utilities and manufacturing 


groups. Only $377 million was raised in new capital, 
chiefly by sale of long-term bonds and notes. Manufactur- 
ing industries led with $257 million followed by railroads 
with $61 million and utilities with only $18 million, the 
latter closely matched by the oil industry with $17 mil- 
lion. Stock sales of manufacturing industries uptended 
with $80 million sold against $61 million the year before 
to obtain new capital. 

Throughout the period since 1939, new money raised 
by industrial corporations served primarily the purpose 
of strengthening working capital; expenditures for plant 
and equipment were secondary factors in the utilization 
of funds thus obtained. On the other hand, the great 
bulk of refunding applied to funded debt with the pro- 
portion applicable to preferred stock relatively 
small. 

In contrast, the utility industry employed most of its 
newly raised funds for expansion of facilities; only a very 
minor part was added to working capital. The same 
holds true of the railroads where additions to working 
capital from new money were virtually nil which is read- 
ily understandable, considering high war-time railroad 
earnings. In the industrial field, however, the gap be- 
tween new funds used for plant expansion and for work- 
ing capital additions respectively, was rapidly closing in 
1943 when roughly equal amounts were earmarked for 
both purposes, indicating progressive completion of plant 
expansion and the desire to strengthen working capital 
for reconversion. 

Broadly, the war-time record of corporate financing 
highlights the following elements mainly responsible for 
its course and character: (1) Supercession of the capital 
market’s functions by the Government as principal sup- 
plier of credit for industrial expansion, resulting in an 
abnormally small private demand for new capital in a 
period of our greatest expansion. (2) Negligible stock 
financing partly due to the first-mentioned factor but also 
governed by sustained low interest rates, stressing the de- 
sirability of bond financing. (3) Continued active re- 
funding, though smaller than pre-war, made attractive by 
low interest rates and extremely favorable market condi- 
tions reflecting the dearth of investment media. (4) 
Domination of the private financing field by the utility, 
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railroad and oil industries (where injection of Govern- 
ment credit was either absent or negligible) with pro- 
ceeds going primarily into new facilities. Only later in 
the war period did financing of manufacturing industries 
assume somewhat greater significance with post-war con- 
siderations clearly a contributing factor. 

What about the future trend, and more especially 
what about post-war prospects of the capital market? 
Demand for money—capital and credit—during the tran- 
sitional period may be very large. Just how large will 
depend on a great many circumstances, most important 
of which is the business man’s evaluation of prospective 
post-war business activity and the prospect of making a 
profit. Another major factor is the experience of busi- 
ness under transition which may to a considerable degree 
determine future money requirements. Also, the need 
for business funds may be influenced by the relatively 
low level of private investment in business enterprise 
since the Thirties, a factor which may be of special im- 
port with growih industries. During the Thirties, public 
corporate security offerings for new capital averaged only 
some $1,150 million annually compared with a yearly 
average of $4,150 million in the Twenties. Clearly, in- 
dustry in many fields will have to do some “catching up” 
in order to sustain postwar production at adequate levels. 


Postwar Trend Determinants 


Normally, corporate decisions to utilize one or another 
type of external financing are based on a variety of con- 
siderations. Leading of course is the cyclical factor. 
Others include expectations of future earnings and divi- 
dends, prevailing money rates, investor preference, re- 
luctance to incur fixed indebtedness and the cost of float- 
ing different types of securities. The weight of most of 
these factors can be projected today, affording interesting 
conclusions as to ‘the type of post-war financing to be 
expected. 

The need for new funds is generally assumed to be 
sufficiently large to assure a very pronounced revival of 
financing activity after the war. Since our easy money 
policy is bound to continue for some years at least to 
facilitate the handling of our huge public debt, money 
market conditions will doubtless further favor bond 
financing as probably the cheapest form. As long as 
taxes are high, this tendency will find support in tax con- 
siderations since bond interest can be deducted from net 
before corporate taxes; amounts set aside for dividends, 
on the other hand, are taxable. Just how much this fac- 
tor will affect corporate decisions is doubtful, however. 

The great surfeit of investible funds should make for 
much easier stock financing in the immediate future, 
should bring down its cost relative to bond financing. 
Also, there is the important question of investor prefer- 
ence. At present, the tax law makes it cheaper for the 
investor, large or small, to collect his income in form of 
capital gains than in interest. In addition, the lure of 
market appreciation, generally absent in bonds or pre- 
ferred stocks, is always a powerful incentive for stock in- 
vestments. It should be more rather than less so after 
the war in view of the profit possibilities attached to the 
postwar recovery cycle, and weightily assisted by the need 
for higher investment returns to offset higher living 
costs and taxes. Moreover, common stocks as investment 
media have definitely come of age and risen from their 
former speculative basis to a well-recognized investment 
basis in a great many instances. 

Investor preference, in short, plus almost certainly pro- 
pitious market conditions, (Please turn to page 642) 
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Tue Federal Reserve Board index of production is the 
most widely used measure of the country’s economic 
activity. Most estimates and conjectures about post- 
war business prospects are statistically expressed in terms 
of stated levels expected for this index. 

But, in the words of Economist Leonard P. Ayres, 
“something strange has happened to the Federal Reserve 
index of the physical volume of industrial production.” 
That “something strange” is the subject of this brief dis- 
cussion, which is undertaken because the matter is im- 
portant. It is important because business men and in- 
vestors do much of their thinking about economic pros- 
pects in terms of this index, and if the Federal Reserve 
“measuring rod” does not measure the same things it 
formerly measured, those who use it should at least be 
aware of that fact. 

The index was revised late in 1943 to make it reflect 
more fully the changes in production incident to the war 
effort. We take no exception here to the fact or manner 
of revision. Obviously, an index designed to measure 
peace-time production could not accurately measure 
war-time production. Various types of peace-time pro- 
duction—for instance, automobiles, office machines, re- 


war. Most types of war production did not exist, or 
were present only in small quantities, in peace-time. 
The point to be emphasized is that it is not possible 
for such an index of production to be a fixed measure in 
the sense that a pound, or ton, or yard, or bushel are 
fixed measures. To compare war-time production with 
peace-time production is to compare two things that are 
considerably different from each other. Therefore there 
is a substantial element of fallacy, or illusion, present if 
one uses the Reserve Board index to illustrate how much 
production has increased as compared with pre-war, or 
if one uses it in conjectural projections of post-war pro- 
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duction potentials. This is not a criticism of the index 
or the revision thereof but a mere statement of fact. 

Many people, of course, make the mistake of accepting 
the Federal Reserve index as a measure of total “business 
activity” or total “economic activity,” whereas it actually 
makes no pretense of being other than a measure of the 
physical volume of total industrial output. Thus, as all 
too commonly regarded, the index tends to exaggerate 
the war-time expansion—and, unless it is immediately 
revised again when the war ends, it will exaggerate the 
ensuing contraction. 

Even as an index of physical production, however, it is 
difficult to accept this measuring rod without some re- 
serve. This is because, as now revised, it utilizes, in much 
greater degree than formerly, man-hours of labor in many 
industries, rather than physical units of output, as the 
measure of physical production. The statistical reasons 
for so doing under war conditions are readily under- 
standable. Nevertheless, the fact remains that the index 
has become less a measure of actual physical output than 
formerly, and more than formerly a measure of the em- 
ployment of labor. For instance, if you compared the 
output of the automobile industry in 1941 against, say, 


frigerators, etc.—are non-existent or virtually so during * 1929, you would arrive at a largely different figure by 


using man-hours of labor as the measure of production 
thari if you used the physical count of cars turned out. 

Since, on an average, a given physical volume of civil- 
ian production requires considerably less man-hours of 
labor than an equal given volume of war production, the 
present Federal Reserve index, as above stated, will néces- 
sarily exaggerate the shrinkage in actual industrial out- 
put during the reconversion from war to peace. Investors 
will be well advised to keep this in mind when they see 
the index begin to nose-dive after the defeat of Germany. 

In the interest of perspective, we have prepared the 
bar graphs presented at the top (Please turn to page 642) 
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Charies Phelps Cushing Photo 


By E. K. T. 


Confusion among United Nations chieftains is obvious 
in their recent statements. The past month has brought 
important victories for the Allies and mixed optimism 
and pessimism. Premier Stalin says the stage is set for 
the knockout blow. Secretary Knox says casualties are 
growing tremendously with the second front still ahead. 
Lt. Gen. Vandergrift says the Japanese fleet is “playing 
possum,” and the fight hasn’t begun. 


Low Tax Advocates are deluding themselves that defeat 
of the Revenue Act veto started the march back to re- 
duced income levies. Operation of government after the 
war will be more costly than before. Against a 1933 cost 





Washington Sees: 


The latest report of the Truman Committee 
strikes a semntdiie optimistic note which finds no 
little justification in the record of accomplish- 
ments for 1943. 

In the production field, with which the report 
was aap | concerned, the tremendous ad- 
vances made last year are matters of common 
knowledge. All important schedules were sub- 
stantially met, and as the report states, much 
of the success was due to “accumulated effort." 
The report also notes that during the year there 
was a tendency to quit public employment in 
favor of private industry. 

Secretary Frank Knox, outright advocate of 
the National Service Act, sees the problem of 
war employment growing. He finds voluntary 
controls failing. 

"If," he suggests, "we had an adequate na- 
tional service act, properly administered, we 
would not be confronted with this appalling 
war waste in 1944," 

The Truman Committee opposes that legisla- 
tion, but suggests no alternative. Vaguely 
mentioned are “other means" which would do 
"less violence" to individual freedom. 

The field has not been thoroughly plumbed by 
the committee. Its stature can be improved by 
deeper study and some suggestion of answer to 
the instant problem. 
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of four billions, the 1939 total was nine billions. Con- 
servative estimate for post-war years is twenty billions. 
Those with moderate and large incomes will carry the 
load. Financial rehabilitation will begin with corpora- 
tions and the low-income group. 


Atlantic's Battle has been won by the Allies. In 1942, 
out of every 100 vessels carrying vital war cargoes from 
Britain and the United States, 12 were sent to the bot- 
tom by Nazi U-Boats. In 1943 only one out of each 100 
failed to reach its port. This marks one of the most 
decisive phases of the war. Hitler had relied for victory 
upon the success of his efforts to isolate members of the 
United Nations from one another. Russia came closest 
to isolation with 10 per cent of the shipping to that 
country lost one year ago. 


Closely Watched by Congress will be the proposed 
agreement between the United States Government and 
three American oil companies to operate the Saudi Ara- 
bia and Kuwait fields. Current trend is away from gov- 
ernment-in-business; and the oil contract would reverse 
that trend. Petroleum Administrator Harold L. Ickes 
took time out from ridiculing private operators for their 
opposition to say that the proposition is large enough to 
create honest difference of opinion. 


Farmer-Labor attacks on the Baruch Report recommen- 
dations, agitated by the Farmers Union, aren’t gaining 
great headway. The Union professes to see agriculture 
sold down the river in a report that specifically declares 
farm problems to be those of another agency, and in that 
very statement recognizes their existence. Labor isn’t 
rising to the bait. Unions may not be 100 per cent en- 
thusiastic about Baruch but they know from experience 
that he doesn’t promise miracles, but does deliver what 
he promises. Jobs for all is not among the promises. 


Sales Tax is being coyly suggested to the Treasury by 
Chairman Walter George of the Senate Finance Commit- 
tee who has made it known that such a levy might well 
be incorporated in the tax simplification measure now 
being prepared. Despite the ringing denunciation and 
rejection of the President’s tax proposals, there is con- 
sciousness on Capitol Hill that more revenue must be 
raised. George would like to see the simplification bill 
add at least one billion dollars and he regards sales tax 
the logical source. 
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Weeks have passed without reducing the Barkley blast to its 
essence. There still is no agreement on its implications, its 
effect. Foes of President Roosevelt wishfully think it was FDR ''s 











political death knell. Pro-Rooseveltian circles wishfully think it 
was a boon to hin. 


More cynical observers cite Kentucky's swing to the Repub- 
lican column in November as the true basis of the Barkley revolt. 


He couldn't ride to victory as out--and—out New Dealer and he cast 
off that ''yoke'' to ready himself for next November, they say. 


Undoubtedly, Barkley's chances‘of re-election areZimproved. 


He opposed the New Deal, to be sure; but, more important in the eyes 
of the rank and file, he opposed higher taxes. Kentucky, scene of a 


battle six years ago between Gov. Chandler's statehouse payroll and 
Senator Barkley's WP A payroll, is not distinguished by its regard for economics. 

' Roosevelt supporters say the row that strengthened Barkley simultaneously 
strengthened the President for a Fourth Term. They ask when any state elected a 
senator of one party and cast its electoral votes for the Presidential candidate 
of another. 

Surprise development in the political outlook is the assurance with which 

Washington bettors back their forecast that traditionally Democratic Texas will 
swing to the Republican file this year. Some actually offer odds. 


Friends of Speaker Sam Rayburn are frantically hunting convention votes to 
get him the vice presidential nomination and admitting it's that or retirement 
from public life for the veteran legislator this time. After 30 years in Con- 
gress, serving a district that gave him no opposition worthy of the name, he faces 
possible defeat this year. 

As did Barkley in the Senate, Rayburn in the house has had to carry the 
burden of the New Deal legislative progran. It made him a hero in the Lone Star 
State until the cattlemen of that country literally had their own ox gored. They 
have turned with a fury. And the Texas oil men think the whole question of petro- 
leum has been mishandled. 

Another facing the fight of his career is Rep. Robert Ramspeck of Georgia. 


The Atlantan is majority whip, a wheelhorse of the House organization. Ramspeck, 
as chairman of the civil service committee had to present and defend the ''con- 
gressional pension'' bill which his committee drafted. That has hurt him. But 


worse still was the rift with the railroad unions. Atlanta is a railroading cen- 
ter. 
















































































Hovering over the entire scene is the enigma that is Roosevelt. Convinc-— 
ing proof can be found to support a forecast that he will run; convincing proof 
Can be found to rebut that. The answer lies in the mind of the President, 
perhaps. Some believe even he hasn't made up his mind. 


On the Republican side, nomination of anyone other than Gov. Thomas Dewey 
would be a bigger shock to Washington political professionals than was the llth 
hour spurt to victory made by Wendell Willkie in the 1940 party convention. 
Bubbling-over confidence in G 0 P headquarters here is predicted upon that con- 
fidence. 

Presidents seeking re-election in the past frequently went to the starting 
line handicapped by a record of bungling by their Cabinet members. The New Deal 
Will suffer little on that score. For all practical purposes the Cabinet, as 
































_known to orthodox students of government, doesn't exist. 





President Roosevelt has largely been his own Secretary of State. Cordell 


Hull not only has had to take runner-up position but had to share it first with 
Sumner Welles and now with E. R. Stettinius who, incidentally, is closer to the 


vice presidential nomination than many think. 
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His Under Secretaries—Daniel Bell and John L. Sullivan—have been as much 





in the forefront as Secretary Henry Morgenthau. And recently, Leo Crowley has 
lopped off many of the Treasury's former functions in international finance. 

Secretary of Labor Frances Perkins has been reduced to the role ofa 
conduit by which labor cases are passed on to William H. Davis and his fellow- 
members of the National War Labor Board. Cost-of-living studies have shifted from 
her Department into private hands. 

As always is the case, war has lessened the importance of the Secretary 
of Commerce (Jesse Jones at present.) The War Production Board through its many 
sub-agencies has moved into the field formerly covered by Commerce. And moved 
with rapidity and with powers unknown to the old-line government agency. 

Harold L. Ickes has taken on so many wartime duties, especially in the 
fields of fuel and transportation that he no longer is identified in a major way 
with the Secretaryship of Interior. 

Suspension of meat rationing in Canada, and a new "pork bonus" in the 
United States, coming hard on the heels of a warning of meat famine ahead, have 
caused many consumers to look to Washington with increased skepticism. It just 
doesn't seem to make sense. 

But the feast currently enjoyed will be a costly one. Abnormally high 
slaughterings bode ill for the future. High feed costs and dissatisfaction with 
ceiling prices have caused increase in marketable supplies, but have cut pro- 
portionately into futures, O P A warns. 

Seemingly unrelated, the impending ''second front'' drive plays a part 
in the domestic meat situation. For the present at least all shipping space is 
needed for men and military material. Until that mass movement has passed, 
feeding abroad must be out of the refrigerator and the tins. 

On highest possible authority in the specific field it can be said that 
the Japanese navy has been reduced by not more than one-third since Pearl Harbor. 
That statement standing alone distorts the odds. Tremendous growth of the United 
States Navy, enormous tonnage of Nipponese merchant shipping sent to the bottom 
are large factors. 

Jap submarines have ceased to be an offensive weapon, Navy Department 
has been told. They're being used now for scouting and a barrier to the mainland. 
That accounts for lack of recent breaks in the lifeline to the Southern Pacific. 


Integration of surface and aerialicraft in the succession of advances in 
the Pacific will be a telling argument in the Navy's opposition to a separate air 
force. Sentiment has shifted in recent months and present indication is that the 
Navy will prevail. If separated, the air force would be dominated by the Army. 
Gen. H. H. Arnold had clear track for its leadership. 

- Washington is suffering the first pinch in application of the Four 
Freedoms. Finland has sympathy here. For one thing she is paying her war debt 
to the United States. But Russia is delivering the ''one-two'' to that little 
Nation; the Soviet peace terms have Britain's approval. They're harsh, Washington 
knows, but our hands are tied. 

The political side of the war is not going as well for us as the military 
side. If we have any positive political—diplomatic policy with respect to Europe, 
it is shrouded in a fog of secrecy. In large part, secrecy on the diplomatic 
front is no doubt made necessary by military considerations. Nevertheless, an 
unfortunate impression is created that in non-military foreign policy we are 
floundering__playing second fiddle both to Russia and Britain. 

If this impression continues, there will be explosive political conse-— 
quences. Many in Congress are increasingly uneasy about it. Public distrust of 
the effectiveness of the Roosevelt foreign policy-—-and fear of Russia and Britain 
winning the peace, the U. S. losing it—would almost certainly defeat the Presi- 


dent at the polls. 
Meanwhile the Denver special election to fill a vacant seat in the House 
shows, as did the preceding similar election in New York City, that the Republican 


tide continues to run strong at the ''grass roots.'' 
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1944 SPECIAL 


To protect one’s capital so far as possible against 
erosion due to changing conditions—it has always been 
important for investors to re-appraise periodically all 
holdings in which a risk factor is inherent. Today, more 
than ever before, methodical review and judicious “sec- 
ond thought” are called for under the beginnings of our 
transitional war-peace economy. 

It is to meet this essential need of “‘stock-taking” on 
investment holdings that The Magazine of Wall Street, 
as for many years past, presents its Security Re-Appraisals 
and Dividend Forecasts at six-month intervals. Since our 
readers in the aggregate hold stocks in many hundreds 
of corporations, lengthy individual analyses of all impor- 
tant companies at one time would be manifestly out of 
the question because of space limitation. Moreover, 
only by coverage of a large number of companies, in- 
dustry by industry, can this feature be of maximum use- 
fulness to investors in the guidance that it provides as 
to comparative values and prespects. Therefore, in the 
material on the following pages, we have endeavored to 
present as concisely and conveniently as possible the 
most pertinent information and ratings on the maximum 
possible number of corporations. 

The tabulated statistics, ratings and individual com- 
ments for each stock group are preceded by an extended 
background analysis of the position and prospects of 
the industry, written by qualified specialists. The 
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Di 
anit Outlook and Ratings for Individual Oil Stocks, Aircraft Manu- 


facturers, Air Lines, Machinery and Machine Tools, Metals 


grouped statistics on individual companies are self-ex- 
planatory. When carefully studied in relation to the 
accompanying individual comments, we believe this in- 
formation represents the most practical and useful 
“bird’s-eye” appraisal that can be devised for the con- 
venient use of investors. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—next to 
the last column in the tables, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
C+, Fair; C, Marginal; while the accompanying numer- 
als indicate current earnings trend thus: 1—Upward; 
2—Steady; 3—Downward. For example, A 1 denotes a 
stock of High Grade investment quality with an Up- 
ward current earnings trend. 

The Market Rating—last column in the tables—rep- 
resents our judgment of longer-term potentials and is 
not intended as current advice on timing purchases or 
sales. For trend timing advice, follow our regular market 
analysis in the forepart of each issue. If, however, 
investment income is the primary objective and if 
one is willing to ignore interim fluctuations, stocks in- 
dicated as Favored for Income may be currently pur- 
chased. The key to these ratings is: W—Favored for 
_Income; X—Favored for Appreciation; Y—Should Move 
‘With Market; Z—Under Average Prospects for the longer 
term, regardless of current action. 
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Tue third year of war finds the petroleum industry 
well geared to its gigantic task of fueling the fighting 
machines of the United Nations but also beset with a 
problem it had not encountered for many years—a pos- 
sible shortage of crude oil supply. 

Filling the ever-mounting and always uncertain mili- 
tary demands for a wide variety of petroleum products 
and at the same time meeting the minimum essential ci- 
vilian requirements called for great and sustained efforts 
on the part of the industry as well as closest cooperation 
within the industry and with Government. In a sense, 
the oil industry now operates somewhat like one big com- 
pany at times, and virtually under Government control 
at all times. 

In the course of last year, the industry completed its 
major adjustments to carry on its war job. Its domestic 
transportation system, earlier disrupted by tanker losses, 
was reconstructed with pipe lines, rail, barge and truck 
routes. Crude production and refining capacity were 
stepped up. Crude supplies and retail markets were 
pooled and allocated. A huge construction program of 
specialized plants to produce high-octane aviation gaso- 
line and butadiene for synthetic rubber manufacture was 
virtually completed. Special products were turned out 
on short notice to meet urgent military demands, and all 
requirements of the Armed Services were promptly filled. 
All this was accomplished in the face of a continuing 
shortage of materials and an increasing deficiency of 
manpower. 

With its war job now well in hand, the industry is 
beginning to look ahead toward the end of the war and 
the problems of reconversion and adjustment to peace- 
time markets. Postwar problems thus far have barely 
reached the discussion stage but many will come up for 
active consideration during: this year. Purely technical 
reconversion problems are small. But looming large 
are such questions as disposition of Government-owned 

ipe lines, tankers, refineries and other facilities, the tim- 
ing of abandonment of numerous Government controls, 
the unscrambling of markets, supply sources and facili- 
ties pooled or allocated during war-time, the extent of 
Government control over or participation in foreign oil 
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developments, restoration of normal competitive rela- 
tionships among individual companies, potential markets 
for high-octane gasoline, butadiene and other totally new 
products of petroleum chemistry and refinery technology. 
In all, there exists a formidable array of problems, the 
solution of which is likely to cause many a headache. 
However, none of them will become really topical before 
the end of the war in Europe, some not until the end of 
the global war. 

As to the production end, all known fields are now 
producing at the maximum efficient rate except in a few 
areas where adequate transportation outlets are lacking. 
Crude oil production last year attained the record high 
of 1,503 million barrels compared with 1,385 million 
barrels in 1942 and the former 1941 record figure of 
1,404 million barrels. Daily average production rose to 
4.09 million barrels from 3.80 million barrels in 1942. 
This year demand may average five million barrels daily 
or even higher, according to latest forecasts, with the 
annual output total possibly reaching some 1.8 billion 
barrels. At present, however, it appears questionable 
whether this goal can be achieved. Production, it ap- 
pears, has become largely static at current high levels and 
is beginning to slump in some areas as reflected by the 
declining tendency in daily production quotas. Only 
discovery of new supplies can counteract this tendency. 
Natural gas production, on the other hand, is steadily 
expanding. Sales in 1942 reached the peak of 1,983 bil- 
lion cubic feet, an increae of 215, billion over 1942. 

To raise production to optimum levels, the industry 
last year received larger materials supplies and drilling 
regulations were gradually liberalized. While holding 
down drilling in proven areas to a balance between ma- 
terials supply and optimum production, the authorities 
encouraged drilling designed to discover new fields and 
extend old ones. No restrictions whatsoever were placed 
on: “wildcatting” and assistance was given in recruiting 
needed manpower. Altogether, 17,884 new wells were 
completed last year compared with 18,150 in 1942 and 
32,140 in 1941. An upsurge in drilling operations is 
envisaged this year with 24,000 new wells programmed. 

Greatest deterrent to stepped-up drilling activity lies 
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of course in the existing crude price structure, held sta- 
tionary by the OPA despite insistent pleas for increases 
from industry, PAW and even congressional circles. The 
argument over price has raged through the entire year 
of 1943 with no results except a few minor advances in 
some local areas. Crude prices in effect are frozen at 
levels prevailing late in 1941 and OPA so far withstood 
all pressure for increases, ranging from 25c to 85c a 
barrel. 

Domestic proven oil reserves at the beginning of 1944 
are estimated at 20,064 million barrels, a decline of 18 
million barrels from a year ago. As during the preced- 
ing five years, oil found in new pools and by means of 
extensions of old wells amounted to less than the annual 
production of 1,503 million barrels. New discoveries 
last year totaled only 282 million barrels, extensions 
brought in another 1,202 million barrels, making a total 
new supply for the year of 1,484 million barrels com- 
pared with 1,878 million barrels in 1942. Yet, surprising- 
ly, existing reserves still are at their highest for quite a 
good many years, equalling about 1414 years’ supply at 
current high rate of consumption and some 20 years at 
normal consumption. 


Crude Reserve Position Not Critical 


The moderate decline should not occasion undue con- 
cern. It solely reflects curtailed new drilling. With the 
return to normal conditions and eventually higher crude 
prices, drilling activity should once more progress very 
substantially and past experience justifies the hope that 
the crude reserve position will again be improved. More- 
over, the aforementioned reserve figure does not take into 
consideration our tremendous natural gas supplies (eas- 
ily convertible into liquid fuels) estimated at some 17 
billion barrels, and the foreign reserves of some 20 bil- 
lion barrels controlled by American companies. Of the 
latter, some 6.7 billion are in South America and 13.3 
billion barrels in the Near East. Additionally, possible 
future discoveries in the USA, though conceivably sub- 
ject to slow and more expensive exploitation, are esti- 
mated as high as 45 billion barrels. 

Thus our reserve position is by no means desperate or 
even critical. It does, however, emphasize the need for 
increased drilling and property development and thereby 
serves to focus attention on individual company posi- 
tions with respect to reserves and the relationship be- 
tween owned or controlled crude production and refinery 
requirements. 

In the transportation field, 1943 witnessed the greatest 
pipe line construction activity in the country’s history, 
virtually all for the purpose of moving oil eastwards to 
replace pre-war coastwise tanker service. Most spectacu- 
lar was the completion of the “Big Inch” line from Texas 
to New York harbor, and its extensive feeder system in 
Texas. Equally important is the “products line” con- 
structed along the same route over the heated protesis 
of mid-continent refiners fearful of an eventually perma- 
nent loss of markets to Texas. 

The refining branch of the industry had to cope with 
staggering tasks to produce materials it had never before 
made in any quantity, such as high-octane gasoline, buta- 
diene, special oils, fuels and lubricants for the war ma- 
chine. Demand has been acute and constantly growing 
but it .was met despite numerous obstacles. .To do it 
required construction and conversion of a vast number 
of refineries. Of those newly constructed, many were 
financed by industry itself, designed to produce special- 
ized war products but largely adaptable to a variety of 
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postwar uses. The Government, too, invested huge sums, 
resulting in unrivaled construction activity embracing 
g6 major 100-octane plants, butadiene plants and conver- 
sion programs at over 100 active refineries. Total cost 
of the 100-octane and butadiene facilities exceed $1,550 
million. The bulk of this huge program is now com- 
pleted; additionally, over 160 refiners, large and small, 
are contributing one or several components to the avia- 
tion gasoline program. Altogether, virtually every oil 
concern participates in some form and output is still 
climbing as new facilities go into full operation. 

As far as oil is concerned, the war has been highlight- 
ing two vital facts. One is that an adequate supply of 
petroleum has become an even more indispensable requis- 
ite of national security and national welfare. The other, 
that our crude reserve position urgently requires formu- 
lation of an oil policy that will assure us a sufficient sup- 
ply to meet all future needs. Both are fully recognized 
by Government and industry. The significance of these 
problems, and the manner in which they will be dealt 
with, are of the greatest concern to the petroleum in- 
dustry. 

Even today, we witness the initial stages of a world 
race for oil which may make the U. S. Government a 
permanent factor in the foreign oil picture. Conversely, 
the oil industry appears destined to play a leading role 
in a dramatic period during which this country may 
determine its world policies for many years to come. All 
this leads directly back to the discovery that ample pe- 
troleum reserves are essential to victory in. modern war. 

Thus we can discern today the first outlines of an 
American international oil policy in the making, in the 
form of officially sanaueidl long-range commitments in 
respect to Arabian oil. Involved is the construction of 
a pipe line across Arabia from the Persian Gulf to a 
Mediterranean port, costing some $150 million to be 
borne by the Government. Further envisaged are expen- 
ditures up to possibly $200 million for expansion of 
facilities by American oil companies holding concessions 
in Arabia and Kuweit. 

Government entry into Middle-Eastern oil has as its 
primary object conservation of our own resources, apart 
from foreign political connotations undoubtedly attached 
to it. So far in this war, we have supplied the bulk of 
petroleum products required and as a result our reserves 
are dwindling. To safeguard our position, conservation 
is urgently called for. There exist, of course, big reserves 
in the great Caribbean pool but they, too, will henceforth 
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be regarded in the nature of an emergency reserve supply. 
In effect, our policy henceforth appears to be maximum 
conservation of domestic and nearby reserves, and large- 
scale expansion of other foreign oil reserves owned by 
U.S. nationals. It means the opening up of the Near 
East to meet future European oil requirements and to 
prevent a further drain on Western Hemisphere supplies. 
Quite obviously, we do not intend to have our own 
future jeopardized by lack of oil. In peace-time, some 
300,000 barrels of oil are on an average exported daily 
from the Western Hemisphere; were this continued, our 
own and nearby reserves would eventually deteriorate to 
a perilous degree and this the Government appears de- 
termined to prevent. 

It goes without saying that an international oil policy 


along such lines, to be effective, requires formulation of 
a national oil policy as well; the oil industry is awaiting 
it with bated breath and a good deal of anxiety over what 
it may mean to future operations. Apprehensions run a 
wide gamut; stricter proration of domestic produc- 
tion after the war is virtually taken for granted 
but it is also feared that exports, both from North 
America and Latin American producing countries, 
may eventually be curtailed or strictly regulated. Some 
oil circles go so far as to accuse the Government (through 
Petroleum Administrator Ickes) of aiming at eventual 
socialization of the oil industry. In short, the latter, great- 
ly agitated, is pressing vigorously for earliest possible defi- 
nition of Government plans affecting oil and quick 
formulation of a national oil policy based on fullest pos- 
































































































































Position of Leading Oil Stocks 
Net 1936-39 1936-39 fEst. Oil 
Company Prof. Steck '$ “aillions — Vile pore : Net —e Bividesd Dividends Rerticn’ — Market 
“1939-1943, «1939 erSh. Per Sh. PerSh. PerSh. PerSh. PerSh. Paid bls. Rating Rating 
Amereds Potroloum.......+...- an ned eee. iene re ae ee? a ae 2.00 2.00 295 Al Y 
Atlantic Refining......... esses 1480 14.80 95.25 26.30 66.30 461 279 2.33 *3,79 1.41 1.00 250 C+2 W 
OE. 5. ...ccessicace em 1.66 —— 8290 1.66 0.97 1.26 1.65 0.93 080 NA. CH Y 
Continental OF... oc cosecessee — — 2 ae ee a ane Oe 195 100 NA. BI Y 
Pie. dao a a ae a oe a 143° 150 1675 At Y 
Ppa OBansssccsesscoenees — — 4104 57.53 3780 (0) 408 325 200d) 1.88 0.566) 1850 A Y 
Mid-Continent Petroleum. ..... —_-_ —_—_— — —— 9555 1647 105 329 250 0.96 1.40 NA. B2 W 
Olde Oll....:.:.c.00.0..... 3545 —— 1000 1290 1508 960 O99 1.74 2.95 0.45 1.50 575 BI 
Panhandle P. & R.......see000e —" ~at 0.60 0.57 3.09 0.20 015 0.04 0.12 None 010 NA. Ci Z ~ 
PilligsPeboleen............. — — 3359 9860 4208 (@) 342 202 9.04 231 200 450 Al Y 
CE oistinses er 244 245 854 (2) 237 1.69 *2.16 134 100 NA, Bt W 
SN S55 5.5 74 hasssep sor en 72.54 7254 236 347 9355 (e) 1.33 247 237 0.13 0.75 450 B2 oY | 
Seaboard Oil........ Jaeds ee ee ae. ae RS ee Ee 100 100 NA. Bt Y 
Shell Union Oll.....-.00cc00es 35.07 — 85.00 109.62 17.38 (a) 1.142 1.29 200 0.61 1.25 725 A2 Y 
Raines divantecess . — | — 29 9634 2.98 056 094 149 1.75 0.83 0.50 550 B2 Y 
TE TIE ITE 630 — 9.00 1360 5270 (a) 394 5.74 5.95 0.81 1.50 “ss 
SEMAN ncn — ~~ 2h te 2: oe ne Oe (ies 0.63 0.50 80 Al Y 
Standard Oil Calif.......2+++4- _ — — * 800 4000 4499 40075014 235 2.75 1.40 200 12950 Al Y 
Standard Oil Indlene........... en mh 8.71 16.49 47.65 10.84 270 289 3.00 1.74 1.50 550 Al Y 
Standard Oil New Jersey.....-. — — 19062 273.02 5054 810 388 3.06 4.00 1.63 2.00c) 5950 Al Y 
Standard Oil Ohio............ . 19,00 12.00 6.70 23415 72.77 (a) 422 668 5.50 150 250 NA. B2 W 
OSS ES 10.00 9.32 22.05 37.50 4243 321 273 291 *4,56 1.00 1.50 500 B2 Y 
Dittmar | — ae a le ee ae ae Oks 1.94 2.00 1600 A2 Y 
Tidewater Assoc. Oil.......... 50.00 50,00 39.04 35.36 17.96 (a) 1.36 1.32 1.60 0.86 0.85 390 Bi Y 
Union Oil of Calif.........+++ in — ae ae we ee le ee 1.16 1.00 31 Bt 
*Actual reported earings. | _N.A.—No estimate available. ies a 


#—Estimates represent an approximation on basis of latest available date. 
fe None available because of excessive prior obligations, (b) On new stock, plus $1.37 on old stock. 


Plus stock. (d) After 2/1 split-up in 1943. 
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sible preservation of private enterprise and freedom of 
action. It is clear that oil will be much in the limelight 
in the period ahead. 

How is all this affecting oil equities? Earningswise, 
1943 was an excellent year for the entire industry with 
aggregate earnings up approximately 20% from the 1942 
level. With crude and products prices stable, margins 


were well maintained and volume in most cases expanded | 


considerably in line with mounting military demands 
which generally more than offset the effect of civilian 
rationing. Further gains are indicated for 1944 within 
the limits of available crude supplies. Future earnings 
progress will be chiefly based on expanding output of 
fuel oils, aviation gasoline and butadiene, thus affecting 
companies active in these fields and particularly those 


with new facilities recently placed in operation or soon 
approaching completion. Crude oil producers will at- 
tempt to step up production still further but such efforts 
are necessarily circumscribed by a variety of factors. Al- 
together, tentative indications are that total consumption 
in 1944 may be some 10% above the 1943 peak, pointing 
to well maintained or somewhat higher net for almost 
all companies. Should higher crude oil prices eventuate 
—which is very doubtful at this writing—resultant earn- 
ings gains would be substantial indeed. 

Despite this pleasing outlook picture, oil shares of 
late have been definitely in the doldrums. In view of 
the longer range uncertainties suddenly facing the indus- 
try, this is not surprising and it is likely to continue until 
a clearer view can be had of (Please turn to page 633) 
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Chiefly engaged in refining and distribution of petroleum products along the Atlantic Seaboard. Restrictive effect of “civilian rationing inc increasingly offset by expansion of aviation 
gasoline output via two new large cracking plants. Strong trade position assures good long-term outlook. Finances ample. Dividend should at least be maintained. 





producer and marketer of crude oil, with output and earnings rising due to 


ds. Has relatively large crude oi! reserves, imparting longer range appeal in view of 
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potentialities inherent in crude property development. Dividends should be mace Sd 





pve: integrated but principal activities are in the more profitable crude oil division. Currently rising output in aviation gasoline, toluene and special war " products pointing to further 
earnings uptrend. Excellent trade position, large crude oil reserves enhance outlook. Dividend secure. 








Managed and controlled by Mellon interests. Highly integrated with strong operation and large ante reserves. Leading in research. Further uptrend of sales, earnings indicated in 
line with expanding military demands and stepped up output of Venezuelan properties. Dividend sal 








About 72% owned by Standard Oil N. J. Predominantly engaged in ing, tr 





and dealing in crude oll. ‘Strong marketing affiliations, large crude reserves assure con- 


tinued growth. Greater participation in specialized war production ees further pent poe gains. Dividend secure. 





A small but complete oil unit with ample crude reserves. Expanding military takings, notably lubricants, make for well maintained operations at satisfactory margins. Ownership of 
tankcars and pipelines places company in favorable position in respect transportation. Dividend should be maintained. 





Medium sized company active in the crude oil field, with large proved reserves. Rising output, nowt B duction of aviation gasoline, good profits from pipe line operations enne 
further earnings gains. Long term outlook favorable. Finanaces strong. Dividend increase possible. 











Operates in Southwest. Company record improved since 1938 reorganization. While currently narrow earnings gain due t to war factors, no marked improvement in earning power in 
sight over the nearer term. Dividend prospects point to continuance of present small payment. 





A well integrated and low-cost oil unit with large crude reserves. Efficient op 





honk sabi 





tensi of 
black for use with synthetic rubber. Refinery expansion aids nearby profit outlook. Food prospects ——- Widen’: "rou be maintained. 


fuels, butadiene and new ‘type. ‘carbon 











Mainly a crude oil producer, with strong reserve position pointing to outstanding possibilities in future property development. Efficient operation enhances wartime profit outlook, 
especially from company’s high octane fields serving large new refinery for aviation gas. Dividend secure. 








A medium sized integrated concern with large crude reserves and modern refineries. Large military demand for specialized ‘products, expansion of piee | line ‘ead barge transportation 
aiding over-all operations. Long term outlook good, owns valuable Venezuelan properties. Dividend could be raised. 





A smaller crude producer, about one-third owned by Texas Co. Well established trade position, adequate reserves, aggressive explontion policy characterize future outlook. Further 
nearby earnings gain indicated. Present dividend should be continued. Owns important properties in California, Texas and the Dominican Republic. 





One of the leading integrated companies. 


Large producer, refiner and nation-wide marketer. Very active in special war production, pointing to further earnings increase. Long 


term prospects good with increased efficiency assuring better than average profit trend. Dividend should be maintained. 





One of the larger independents with important interests in all divisions including extensive pipe line system. Crude reserves substantial. Volume trend should continue upwards becavse 
of activity in war production. Moderate long term growth anticipated, including mounting benefits from South American crude oil properties. Dividend should be maintained. 





Relatively small but well integrated unit with adequate crude reserves and large refining capacity. With military demand more than compensating for restrictive effects of civilian rationing 
earnings should continue high but further conservative dividends expected. Earnings from Spartan Aircraft subsidiary, maker of training planes, will doubtless remain good. 





Large international operator. Disruption of normally large Far Eastern ers oy affects earnings but is increasingly offset by expanding military takings. Comprehensive marketing 
a 


organization, extensive crude reserves, extensive foreign holdings characterize 


vorable long-term outlook. No« ividend change expecte led. 








Leading Pacific Coast concern with large crude oil and natural gas reserves. Heavy iil industrial demands offsetting reduced civilian eommenstiein, bolstering sales, earnings. Goed 


cost control, strong trade position enhance long-term outlook. Dividend may be rai 








Dominant mid-western refiner and marketer. con war production offsets curtailed civilian business. Efficient of operator, with large and expanding crude reserves. Completed 


large refinery expansion program. Operates country's 


largest pipe line system. Earnings uptending. Dividends secure. 





Foremost American oil company. Outstanding factor abroad. Has largest proved oil geserves with huge foreign potential. ” Veleme, eoniags ‘eptendiag smartly despite domestic 
rationing. Wide diversity favorable factor. Peace-time potential excellent, finances strong. Dividends should be maintained. 








Leading refiner and marketer in Ohio. Has efficient distribution system, large refining capacity and pipelines. ~ Boys bulk of crude ‘from outside sources, Rationing ‘affects ‘eamings 
but gradually offset by plery demands. Excellent trade position enhances postwar outlook. Dividend secure. 





Medium-sized and well ‘integrated concern with ample crude reserves and important shipbuilding subsidiary. = ee refining capacity, extensive pipe lines. Current ennlags enseedion 


best peace-time levels, thus dividends could be raised. Postwar outlook favorable despite drastic 











One of largest integrated oil units with huge proved and potential crude oil reserves here and besten a making it important factor in world petroleum market. Domestic rationing ng affects 
s 


income but decline moderated by steadily rising war demands, Finances strong, long-term potentia! 


excellent. Dividend secure. 





Medium sized, fully integrated oil concern with ample crude reserves and large refining capacity. Rising war demands compensate for civilian curtailment. Extensive development 
program assures well-balanced future operations. Finances sound, dividend secure. Capital structure provides considerable leverage. 





Coie oil unit with strong West Coast trade position and sizable crude reserves. Marketing and transportation facilities extensive. Military needs sustain operations while rationing 
in effect. Peace outlook encouraging, long-term uptrend assured. Has promising stake in South American oil properties. Dividend should be maintained. 
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AIRCRAFT 
MANUFACTURERS 


Ju War and Peace 


BY WARD GATES 


Tue airplane makers handled about twenty billion 
dollars of business in 1943, against six billion in 1942. 
A year after the war is over, their total gross may be 
about one-half billion, according to some estimates (al- 
though an optimistic three billion is spoken of in some 
quarters.) Besides this indicated very severe decline in 
total business, there are going to be many problems which 
will confront the airplane manufacturers when the Euro- 
pean phase of the war ends, and more problems after 
Japan is crushed. Among them will be the matter of 
“who takes the losses,” between the Government and the 
companies, on the cancellation of many of the existing 
contracts at the time the war ends. Also, it will be a 
very costly business to slow down the operations at that 
time, with many employees having to be retained for 
some time in the parts of the factories which are engaged 
in making military planes. There may be a slump in 
inventory values, particularly for many materials which 
have been made up for completed parts. Whether or 
not the losses immediately resulting from cancellations 
of orders ayg covered in part or entirely in the contracts, 
or by the setting up of large reserves, a more serious 
situation may lie beyond that period, as far as profits 
for this industry is concerned. 

The productive capacity of the United States is now 
well in excess of 100,000 airplanes a year. Many of the 
plants are owned by the Government, but even deducting 
them from the total, the capacity of the plants owned by 
the companies themselves seems far in excess of the prob- 
able demand for airplanes after the war. A few thou- 
sand, at the outside, may be needed for air transport, 
private flying, etc., but it is possible that those in the 
hands of the Government may be sold for conversion to 
private use. There has been much talk of a wide use of 
helicopters after the war, with pictures of the family 
flying from the suburban home to land on the roof of a 
department store; or for use in connection with inter- 
urban bus lines, but it is not likely that this business will 
supply the whole industry with orders and profits, while 
the wide use of helicopters may not become a reality 
after the war for a long time, if ever. 

The number of plants outside of the aviation industry 
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itself, which have been making parts for airplanes, runs 
into the thousands. Some of them may be able to con- 
tinue this on a more economical basis than the companies 
within the industry, and furnish a further partial com- 
petition after the war. The most essential part of an 
airplane is the engine, and all of the larger automobile 
companies have been turning out some of the best en- 
gines in the world, with huge plants erected for that 
special purpose during the war period. General Motors, 
Chrysler, Studebaker, Ford, Packard and some of the 
smaller automobile companies are making huge numbers 
of these engines, more than enough to supply the entire 
probable demand of the country in peace times. Are the 
automobile companies going to retire from this field? 

These factors have been responsible for the widespread 
view that the aviation stocks are not desirable to hold 
after the war is over. It is not at all impossible that the 
pessimism has been overdone in the stock market, but 
that is something which will not be proven one way or 
another until a long time after Messrs. Hitler and ‘Tojo 
have been given their just deserts. 

Holders of the aircraft stocks have found it embar- 
rassing to sell them at prices that are very low in com- 
parison to earnings, in many cases at market prices below 
the 1943 actual or indicated net earnings per share. Many 
owners have refused to part with them, maintaining that 
the gloomy views about the future are greatly exagger- 
ated and that “even if there may be a temporary slump 
in earnings when the war ends, these companies will be 
able to make profits after a year or two.” That is some- 
thing that we will have to await to find out about. Some 
people who take an opposing view believe that many air- 
plane companies will have to go into mergers, into some 
other line of business, or pass from the scene. This very 
pessimistic view also holds that those which have the 
financial strength to see the peace time decline through 
until new demand for airplanes appears in volume, may 
have several years, or even longer, of deficits. 

Before turning to a review of the position of the lead- 
ing aircraft makers, it would be only fair to quote what 
an optimist on these stocks gives as his view: ““The Army, 
Navy and Marines will want a number of the very latest 
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airplanes, and there have been so many recent improve- 
ments that the vast majority of the planes now in use are 
already obsolete; they will be discarded and new ones 
bought. This ought to provide at least 25% of the pres- 
ent capacity operations, after the war. Air transporta- 
tion may take another 10%, and other commercial and 
private users another 5%. The stronger companies can 
operate if they can get 40% of their present orders, in 
peace times, at a fair profit.” 

Certain companies in the group which are engaged in 
making parts, instruments and general supplies for the 
airplane assembly companies, have good possibilities for 
after the war in turning to the automobile accessory 
business. This particularly applies to Bendix Aviation 
Corporation, which was an important factor in motor 
accessories before the war. It is again likely to be a 
leading maker of brakes, carburetors, generators, steering 
posts and many other things used in motor cars; and it 
also had an important volume of business for other in- 
dustries which may be expected to come back to it again. 
Bendix has had an excellent earnings and dividend rec- 
ord in recent years but its prewar income was just fair. 
Therefore, in peace times it may not hold the $3 dividend 
rate very long, but might be able to pay and earn $2 a 
share annually during the first years of the expected 
boom in motor car production. 


Outlook for Individual Companies 


Sperry Corporation also has prospects for fairly large 
output of peace time products, not only products for the 
motor car trade, but also for its gyroscopes and many 
other instruments. Sperry can be counted on to main- 
tain dividends of $1.50 to $2 a share a year under normal 
circumstances. 

Breeze Corporation is another in the accessory field 
which may find a profitable place in the motor parts 
business. —The company had a remarkable gain in earn- 
ings in 1943, with $10.03 a share on the stock. It makes 
fifty or more different products used in airplanes and 
motor vehicles, as well as in other industries. 

Douglas Aircraft is considered to have the best possi- 
bilities for making air transport planes after the war. 
It is one of the strongest companies in the business, and 
its earnings have been phenomenal during the war pe- 
riod, with a total of over $75 a share shown for the four 
years 1939-1943, inclusive. The best year was 1941, with 
$30.29 a share. Dividends of $5 a share each in the four 
years left $55 a share to go back into the properties, in 
addition to very large reserves. The company has only 
600,000 shares of no par value capital stock. 

United Aircraft is one of the few companies in this 
field which had a good earnings record through much of 
the 1930s (even —— had negligible results in the 
early 1930s.) United did not show such a big jump in 
per share earnings, with its 1940-43 average about $6.50 
a share, but it had a great increase in dollar volume. 
The capitalization is large, with 260,065 shares of pre- 
ferred and 2,656,771 shares of common stock. United 
Aircraft Corporation is the leading maker of helicopters 
and if this business proves to be a big one after the war, 
it should reap the benefit. 

Aviation Corporation of America owns large blocks of 
American Air Lines and Pan American Airways stocks, 
also big holdings of Consolidated-Vultee, American Cen- 
tral Manufacturing and New York Shipbuilding shares. 
Its own making of engines and airplane parts has not 
been profitable. Its total holdings, however, have a mar- 
ket value, with its net current assets, of around $6.00 per 
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share, which is of interest to those who like stocks for 
their net worth rather than net earnings. Prewar re- 
sults of Aviation Corporation were mostly deficits, and 
even during the war, its income was only fair, averaging 
about 50 cents a share. 


Consolidated Vultee's $3 Billion Backlog 


Consolidated Vultee ended its fiscal year last Novem- 
ber go with three billion dollars in unfilled orders on its 
books, and that was after a gross business of $831,295,737 
during the year. Besides the orders filled, the company 
made price reductions of $171,000,000 to the Govern- 
ment and a refund of $80,000,000 more on renegotiation 
of contracts. It paid $69,227,418 in taxes during the 
year, and wound up with $20,875,544 net profit (still 
subject to renegotiation) compared with $7,003,970 in 
1942. The net income was $14.87 for the 1943 fiscal year 
against $4.86 (after renegotiation) the year before. Earn- 
ings before 1941 of both Consolidated and Vultee (they 
merged early in 1943) were small. The postwar outlook 
is only fair, for such Government orders as may be placed 
for Liberators and other warplanes, and for transport 
aircraft. 

Cessna Aircraft Company expects to have a good busi- 
ness in the postwar era in a low-priced “family airplane” 
for the public. Earnings of the company before 1941 
were small, but it developed some large orders for train- 
ing planes and other military aircraft and in the three 
years 1941-3 earned a total of over $20 a share. 

Glenn L. Martin Company has specialized in flying 
boats, and before the war had sold a number of them to 
Pan American Airways and others for transport over large 
bodies of water and for Transatlantic flights. Its Mars 
is a huge flying boat said to be capable of carrying over 
100 passengers. It has built a number of different model 
bomber and fighter planes during the war. This com- 
pany has also branched out into other lines, including 
the making of a plastic which is a substitute for rubber. 
Earnings in the past five years have averaged better than 
$5, a share annually. 

Curtiss-Wright has not shown as large an increase in 
earnings during the war period as some of the others. Its 
earnings before 1940 were poor. The general impression 
is not favorable as to its postwar possibilities. The larg- 
er part of its business has been in engines, and this may 
be a particularly competitive field in future years. Even 
the Class “A” stock cannot be (Please tareee page 634) 
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1936-3 9 1936-39 1943 
Book Quick* ee 1942 1943 Average Divi- Invest- 
Value Assets Net Net Dividends dend ment Market 
Per Sh. Per Sh. Per Sh. Per Sh. PerSh. Per Sh. Paid Rating Rating COMMENT 

Aviation Corp.........+++. $6.26 $1.32 D.0.15 $0.74Nv $0.61Nv $0.05 $0.20 C2 Holdings - other air line and aircraft shares worth more than 
market value of stock; earnings small. Expect 20 cents dividend. 

Beech Aircraft............. 17.55 6.75 D.0.05 6.04Se 10.01Se _ 1.00 Cf Y Leading maker of training plane; prewar cae poor, present 
= large; $1.00 payment expected 1944. 

DAG. . Soecs ess ccent 31.78 8.52 0.19 11.73 15.00E _— 1.00 C1 Y Earnings per share have been above market price; maker of 
“Alrecobra™ and other fighter planes; may increase divi- 
dend above $1.00 in 1944. 

Settee ‘Aircraft. see eeeo>s 5.04 92.04 0.11 3.01 1.06 0.23 _— c3 Eamings small even in war period, with 1943 sharply under 
1942. No dividend indicated. 

Bendix Aviation........... 25.43 14.69 1.25 7.51 7.50E 1.00 3.00 B2 x Peace prospects very good as company can convert from 
airplane parts to automobile accessories, after a lag for plant 
conversion. Expect $3.00 dividend this year. 

Boeing Airplane........... 26.91 18.00 DA. 13 4.84 6.00E 0.10 2.00 C+1 y Makes the “Flying Fortress." Profits poor before 1941 and 
not large enough in war times to tide over expected unprofitable 
period after war. Indicated dividend $2.00. 

ee ie 14.03 4.72 0.49 4.91 10.03 0.55 1.60 C1 wd Earned nearly $20 a share total in past three years; postwar 
activity in auto parts) may pay $2.00 or more in 1944. 

Brewster Aainsted boasted 1.44 0.82 0.22 D.1.30 D.1.50E 0.18 _ C3 zZ Even genius of Henry J. Kaiser not expected to bring profitable 
operations. No dividends likely, this year. 

Cessna pry sebccce ewes 15.06 6.89 D.0.02 5.69Se 8.68Se — 1.00 C1 Y Plans “family plane of the air’ her aes war, pare very 
large past three years. $1.00 dividend indicated. 

Consolidated-Vultee Aircraft 23.69 21.41 0.65 8.04Nv 14.87Nv 0.18 1.50 C+1 ¥ Has three billion wiet orders for ‘‘Liberators’’ and other 
warplanes. ings share above recent market price; 
esc increase Gated © over $1.50 jn 1944, 

Curtiss-Wright Corp......... 10.20 667 0.09 2.53 3.00E _- 0.75 C-+1 4 Earnings not large even in war period; plans resumption “ 
commercial plane operations after the war; 75 cent dividends 
— . 

Douglas Aircraft........... 88.02 56.70 3.04 14,25 18.00E 1.50 5.00 C41 Y. Probably has best prospects postwar air transport making, earnings 
very ge eg years; $5.00 dividend expected 1944. Pros- 

e postwar absence of high prewar development costs 
should cushion earnings decline. 

Fairchild Camera & Instrument. 10.53 19.30 0.71 3.34 4.00E 0.11 1.00 (C1 Y Principal maker of aerial cameras, aeneie etc., with possi- 
bilities for large postwar commerical sales; $1 ‘00 dividend 
expected. 

Fairchild matin ddtine. - 163 0.99 D.0.33 1.54 1.75E _ 0.20 = 61 Y Makes sade: lanes for army and commercial planes; has 
large order from Brazil; small dividend expected. 

Grumman Aircraft & Leading maker of Navy - er planes. Had better pre-war 

Engineering ..........+++ 7.56 5.90 0.93 7.53 8.00E 0.50 1.50 (C1 Y earnings than most others. Dividend $1.50 expected. 

Lockheed Aircraft......... 37.21 11.19 1.29 7.59 9.00E 0.25 2.00 C+1 ¥ Maker of “Lightning” — and intercepter planes and 
other military models. jans large rt Neca aircraft 
after the war. $2.00 dividend expected 1 

Glenn L. Martin Co........- 28.65 15.06 2.11 8.72 9.00E — “3.00 C. He 4 J “Semen in flying boats, including the ‘Mars’, world’ 
largest, also makes large bombers for Army. $1.00 dividend 
expected. 

North American Aviation... 7.16 5.64 0.69 2.15 3.50E 0.48 1.000 C+1 ¥ Makes wide variety of military airplanes, fighters, trainers 
and bombers. Earnings not large. $1.00 dividend indicated. 

Republic Aviation pabne seen 5.03 4.01 D.0.61 1.02 1,50E —_- 0.25 Ct Z Earning power small even in war period; specializes in a ese 
plane. Dividend of 25 cents expected this year. Successfu 
concentration on one type fighter plane may assure pena 
postwar military orders, 

Saber Piles s i's ss o'ncseae 6.22 4,09 0.15 0.78Ap 3.01Ap 0.08 0.20061 v Makes airplane parts, especially exhaust manifolds for airplane 
engines. Expect 20 cents dividend 1944, 

Sperry Corp......eseeeees, 13.92 6.67 1.78 3.94 4.00E 1.45 1.50 B2 x Largest maker of many a instruments used in airplanes 
and in other war uses; peace time prospects good, especially 
in motor accessories. $1.50 phe looked for. 

United Aircraft...........+ 15.64 29.11 2.40 7,21 8.00E 1.42 3.00 C+2 ¥ 


Makers of engines oy A parts as well as aircraft. Helicopters 

business has promise for postwar period. $3.00 dividend 

expected for 1944, Wide diversification of production affords 

— protection against drastic postwar decline of opera- 
ions. 





*Figured on the common without regard to senior securities. 
Nv—Year to November 30. 30. 


Se—Year to September 30 


D—Deficit. 
Ap—Year to April 30. 


E—Estimated. 
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Realistic Appraisal of The Air Lines 


BY GEORGE 
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I PLAY the music so sweetly, and yet it comes out so 
sour.” This is an old-time stage quip. The line comes 
to mind in considering the hopes and ambitions of the 
air line companies, and then taking a look at their past 
and present statistics. Statistically speaking, all of the 
air transport stocks seem too high and some of them de- 
cidedly so. That is the sour note in recommending these 
stocks for long term holding, with nothing that can be 
pointed to as an earnings or yield basis, or even an in- 
trinsic worth or book value status, on nearly all of them. 

Now look at the “sweeter” side that air enthusiasts 
project for X year in the future: The air is crowded with 
airliners, carrying freight and passengers to nearly every 
town of consequence in the United States; millions of 
tons of freight go by air; hundreds of thousands of vaca- 
tioners go to Europe, South America, Africa, Asia, the 
Pacific islands, and even for a brief trip over the North 
Pole, by airliners; breakfast in New York, lunch in Lon- 
don, supper in Moscow, all in one day by air. These are 
only a few of the — for the future, some of them 
as soon as the war ends, others within a few years. The 
imagination falters at some of the seriously proposed 
plans for. giant luxury airliners to carry two hundred or 
more people. Yet some very practical people are beyond 
the blue-print stages for some of the future developments 
in air travel. Literally hundreds of towns and cities in 
the United States are on their way to starting work for 
airport additions or new lay-outs, when the war ends. 

This is the future outlook which has caused many 
people to buy airline stocks “to put away for big profits 
some day.” Those who have the patience for a very long 
wait may possibly be well rewarded, but there are still a 
number of hurdles to be surmounted before the earnings 
possibilities are likely to become actualities. In the first 
rush of expansion of air travel, a vast amount of new 
equipment will have to be purchased. Even if the Gov- 
ernment sells a large number of the airplanes now used 
as bombers or for transport work, it is not likely that they 
will be “sold -for a song.” It will probably take many 
millions of dollars for these planes, even if they are sold 
by the Government, to equip just one of the companies 
with enough of them to cover the additional routes 
which have been applied for. There is plenty more to be 
paid for besides the planes, including landing facilities, 
waiting rooms, transportation facilities to the terminals, 
etc., all calling for capital investment. 
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Another hurdle which will have to be mounted is the 
question as to which lines are to get the new routes. 
There are actually hundreds of applications from the 
different lines for additional airways, and about a dozen 
have applied for routes to foreign countries. Among 
the interesting applications to the Civil Aeronautics 
Board is for the right to build mid-Atlantic landing plat- 
forms. 

The largest of the airline companies is American Air- 
lines, Inc., which operates by a southern route from New 
York to Los Angeles, covering many cities in between, 
including Washington, also going from cities in Texas 
to Mexico City. It has other lines from New York to 
Chicago, to Boston, and a number of other places in the 
Eastern part of the country. This line has specialized on 
passenger carrying, which accounts for about 80% of its 
income, but additions to its freight and express service 
are planned, for after the war, and the proportion from 
freight may increase materially then. A number of new 
routes have been applied for, including Transatlantic 
flights. American Airlines has 50,000 shares of no par 
value $4.50 preferred stock, which is convertible for com- 
mon stock at $70 per share. There are 574,848 shares of 
$10 par value common stock. Earnings were poor in the 
first few years of this company’s operations as an inde- 
pendent, starting in 1934, but have increased materially 
in recent years. In 1939, net was $4.34 a share on the 
common stock, $4.78 in 1940 and $3.93 in 1941. In 1942, 
the $6.33 a share on the common included $2.09 a share 
special profit from sale of assets. The 1943 report is 
expected to show favorable results. No dividends were 
paid on the common stock until 1940, with $1.00 that 
year and $1.50 a share annually since. This stock has 
had a phenomenal market record, having made a low of 
7/¢ in 1935 and making a high of 7614 in 1943. At the 
higher level, like so many others in this group, it might 
seem to have discounted annual earnings of better than 
$s, a share average and annual dividends of at least $3.50. 
It is not likely that such average income and return will 
be seen for some years to come. This company was once 
one of the subsidiaries of Aviation Corporation’s prede- 
cessor company. The stock was distributed under the 
forced segregation of the manufacturing and transport 
companies ordered by the Government in 1934. Aviation 
Corporation reacquired 143,769 shares of American Air- 
lines through a bond conversion program and has been 
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allowed to have ownership but not to vote the stock. 

Pan American Airways Corporation has been the lead- 
ing company in the world in transoceanic flying in the 
past few years. Before 1939, American pilots had made 
a total of only 33 flights across the Atlantic. In 1943, 
Pan American pilots alone made hundreds of such flights, 
and the total number, including that of members of the 
armed forces, reached into tens of thousands. The great- 
est activity of the company, however, is in its coverage of 
many Caribbean and South American countries. Routes 
include those to Portugal and Africa, to Southern Pacific 
islands; while before the war, Pan American had routes 
to China. If all of the many transoceanic routes were 
left in this company’s control, its future would be bril- 
liant, but there are many political and other considera- 
tions which make its future activities uncertain. It can 
be considered as beyond question that Great Britain will 
want a big place in continent-to-continent flying after 
the war, also Holland and France and probably Italy will 
look for their own participation in world-wide flying. 

Nearly every large air line in the United States and 
some of the small ones have applied for routes over the 
Atlantic and several of them want a place in the South 
American business. When the numerous problems that 
these competitors have been presenting to the State De- 
partment now, and those before CAB are settled, it is 
certain that Pan American will not have the bulk of the 
transoceanic business that it enjoys now. It is likely to 
be left with enough routes, however, to be able to oper- 
ate with profit. Its earnings have not been large. Before 
1939, its net did not reach $1.00 a share on the capital 
stock in any year. In 1939, earnings were $1.41 a share, 
with $1.20 in 1940, $1.27 in 1941 and $1.72 in 1942. 
Somewhat better results are expected to be found in the 
1943 report when it is published. The company has no 
funded debt or preferred stock. There are 1,937,355 
shares of $5 par value capital stock. Dividends were 
started on the stock in 1934 and paid every year since 
excepting 1939 and 1940. In the past three years, $1.00 
a share was paid in each. Aviation Corporation is also a 
holder of a sal block of Pan American stock. 

United Air Lines, Inc., is an offshoot of the United 
Aircraft Corporation as a result of the forced segregation 
in 1934. It is another of the coast-to-coast companies, 
with important cities covered including New York, Phil- 
adelphia, Chicago, Salt Lake City, San Francisco, Spo- 
kane, Portland (Ore.), Seattle, Vancouver, Los Angeles 
and San Diego. Numerous other places are stops in its 
routes from the East to the West coasts, and its airways 
from Southern California up the Pacific Coast to Canada. 
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The applications for new routes almost equal the present 
6,000 miles being operated. The company has arranged 
some of the financing for its expansion program by the 
sale a few weeks ago of 105,032 shares of new preferred 
stock. The outstanding common stock totals 1,500,451 
shares of $10 par value. Before 1943, the only dividend 
on the common was 20 cents a share in 1936. In 1943, 
a dividend of 50 cents was paid. Earnings of the com- 
pany were poor from 1934 through 1938 and fair in the 
1939-1941 period. A decided increase took place in 1942 
when $2.09 a share was shown on the common, while for 
the nine months ending September go, 1943, the net was 
$2.19 a share. 

Eastern Air Lines, Inc., was part of the North Ameri- 
can Aviation, Inc., until 1938, but since becoming an in- 
dependent it has had good earnings, averaging better 
than $2.00 a share a year, with the best figure at $2.34 a 
share in 1941. The 1943 report is expected to show bet- 
ter than the $1.95 a share reported in 1942. No divi- 
dends have been paid and Captain E. V. Rickenbacker, 
president of Eastern, has announced that the vast expen- 
ditures necessary for postwar expansion will make it un- 
likely that dividends will be paid for a long time. The 
company operates seven routes with a number of points 
covered along the Atlantic Seaboard from New York to 
Miami and others from Chicago to Miami. The com- 
pany has very ambitious plans for expansion, of which 
one of the main ones is for routes from the United States 
to Mexico, Central America and South America to 
Buenos Aires; and for additional routes in the Gulf Coast 
area and to Canada. Eastern has no funded debt or pre- 
ferred stock. The capital stock totals 585,964 shares of 
$1.00 par value. 

Transcontinental & Western Air, Inc., was the first of 
the Atlantic to Pacific air lines, between New York and 
San Francisco and Los Angeles, with a large number of 
cities covered in a number of states. Earnings were poor 
before 1942 but in that year, net was $2.29 a share, with 
indications of still better results in 1943. The company 
has only one class of security, consisting of 965,083 shares 
of $5 par capital stock. The Hughes Tool Company is 
the owner of 404,450 shares of this stock. Dividends of 
2% cents a share in 1936 represents the only disbursement 
made by the company. 


Ocean Landing "Fields"? 


Pennsylvania-Central Airlines Corporation is the com- 
pany which had full page advertisements in the news- 
papers nearly a year ago about its plans for huge plat- 
forms to be placed in the Atlantic Ocean between the 
U. S. and Europe as landing places for airplanes. These 
were to be equipped with repair shops, hotels and res- 
taurants, etc., and the company said in the ad that engi- 
neers had found the plan practical and feasible. This 
company also made application for 8,000 miles of routes 
into Caribbean, Central and South American areas. At 
present it operates 3,500 miles in states from Virginia 
to Wisconsin, also going into several Southern states. In 
all, it flies routes in about fifteen states. It is next to 
the oldest air line, having been established nearly seven- 
teen years. The capitalization consists of 58,615 shares 
of $1.25 preferred stock and 357,234 shares of $1 par com- 
mon. No dividends have been paid on the present com- 
mon stock. Earnings have been small, with the best year 
being 1942 when g5 cents a share was shown on the 
common. : 

Braniff Airways is another of the smaller lines which 
has made application to CAB for a great increase in the 
routes operated. It now covers routes from the Southern 
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part of Texas to states along the Great Lakes. It has 
connections with Mexico City. The company has had 
several stock changes, including a 4 for 1 split-up in 1940 
and a 50% stock dividend and subscription rights in 
1943, increasing the outstanding shares to 1,000,000, par 
$2.50. The only dividend paid was 15 cents a share in 
1943. 

Northwest Airlines, Inc., operates between Chicago 
and several points in Canada and on the North Pacific 
coast, also a line in Minnesota. It has made application 
for a number of additional routes, which would carry its 
operations to New York, Washington, Fairbanks (Alas- 
ka), and a number of other cities. The company has 
234,920 shares of no par common stock. Dividends have 
been 50 cents a share each in the past two years. Earn- 
ings have been good starting in 1940. In the year to 
June 30, 1943, the net income was $2.10 a share. 

Mid-Continent Airlines, Inc., has routes in the Da- 
kotas, Nebraska and adjoining states. It has applied for 
additional routes going to Chicago and New Orleans. 
The company has small bond and note issues and 389,- 
399 shares of $1 par capital stock. Earnings have been 
small and no dividends have been paid. 

Chicago & Southern Air Lines, Inc., has routes from 
Chicago to New Orleans, and to Houston. It has applied 
for a number of additional routes covering states to the 
East and West of its present airways. The capital stock 
consists of 289,326 shares of no par value. Earnings in 
1942 of 63 cents a share were probably exceeded in 1943. 
Dividends were 15 cents a share in 1939, 50 cents in 1942 
and 621% cents a share in 1943. 

Western Air Lines, Inc., has routes from San Diego to 
Montana and to Canada, also to Salt Lake City. It ap- 
plied to the CAB for permission to acquire control of 
the Inland Air Lines. The capital stock consists of 409,- 


954 shares of $1 par value. No dividends have been paid 
since 1936. Earnings were poor for many years until 
1942, when 71 cents a share was reported. 

Colonial Airlines, Inc., operates from New York to 
Montreal, with several airports between, including Al- 
bany. It has applied for a number of other routes, in- 
cluding one to the Bahamas. The outstanding stock to- 
tals 259,999 shares of $1 par value. Earnings in 1942 
were 42 cents a share. No dividends have been paid. 

National Airlines, Inc., has routes from points in 
Florida to New Orleans. Last year, it applied, as did over 
a dozen other companies, for world-wide routes. It also 
made an application to go to Texas points and to New 
York. The company has 270,000 shares of $1 par value. 
Earnings for the year to June 30, 1943 were 8g cents a 
share. No dividends have been paid. 


Diversified Holdings 


National Aviation Corporation is an investment trust 
which has large holdings of airline shares,’as well as 
aviation manufacturing stocks and some other industrial 
issues. As of December 31, 1943, it owned shares in 
about a dozen airlines including American, United, Pan 
American. The largest lots were 12,200 shares of Bran- 
iff, 17,000 shares of Mid-Continent, 11,500 Northwest, 
10,800 Pennsylvania-Central and 10,000 United. 

There are a number of other airlines besides those 
mentioned above, of which mention -might be made of 
Continental Air Lines, Delta Air Corporation, Trans- 
Canada Air Lines and American Export Airlines. Ameri 
can Export is controlled by the American Export Lines, 
the steamship company, but the latter has been ordered 
to divest itself of control by the CAB. American Export 
operates a Transatlantic service (Please turn to page 640) 





Position of Leading Airline Stocks 














Net 1936-39 1936-39 
Book Quick Average 1942 1943 Average 1943  Invest- 
Value Assets Net Net Net Dividend Dividend ment Market COMMENT 
Per Sh. Per Sh. PerSh. PerSh. PerSh. PerSh. Paid Rating Rating 
American Airlines........ $22.76 $21.81 $1.32 $6.33 $3.50E — $1.50 C+3 xX Largest di tic airline, operating from Coast to Coast; has 





best earnings record. Dividend secure. 





Braniff Airways.......++.. 7.12 5.65 D0.01 0.85 0.75E _ 





Hes ‘ambitions for “broad ‘extensions, covers important South- 
west and Central States; small dividend expected in 1944, 


0.15 c2 ¥ 
































Chicago &Southem AirLines 4.05 1.05 —— 0.63 1.00E $0.04 0.62} Ci Y Lines from Chicago to New Orleans; eaming power fair. 
Dividend in 1944 may exceed the 62 4c paid last year. 

Colonial Ajrlines......... 2.45 1.67 D0.09 0.42 0.30E — — ¢c3 y Has need for more satenesty operates New York-Montreal 

Es run; earning power small but may improve. 

Eastern Air Lines......... 21.83 16,34 0.92 1.95 2.00E a — c+2 xX Has good earning possibilities, but president opposed to 
early dividends; lines New York and Chicago to Florida. 

Mid-Continent Airlines.... 2.21 1.26 D0.35 0.18 0.50E _ — C1 Zz Operates West of Mississippi, in Northern states; earnings 
have been poor; expansion expected after war. 

National Ajrlines......... 3.20 1.32 —— 0.68Je  0.83Je — —_—- c2 Y Operates Florida points to New Orleans; fair earnings, but 
little indication of early dividends. j 

National Aviation......... 15.82 3.24 0.14 0.73 0.59 0.44 0.75 wa .¥ Important holder of airline stocks, as well as aircraft manu- 

’ facturing and other issues; expect 75c div. 
Northwest Airlines........ 10.95 5.32 0.08 2.10 2.00E 0.14 0.50 c2 Y Lines from Chicago to North Pacific coast cities; eamings 


e increasing and increase in 50c dividend is possible this year. 





Pan American Airways...-- 17.10 6.28 0.63 1.72 2.00E 0.61 


1.00 c+1 x Routes over “all the seven seas,” to | Europe, South Pacific 
and South America; $1.00 dividend expected for 1944. 





Pennsylvania-Central 
WUE, Cie dot ccucedns 6.09 6.26 0,20 0.95 0.75E — 


Covers routes through many Northeastern states; earnings fair; 
small dividend expected. 





Transcon. & Western Air.... 11.58 3.87 D0.41 2.29 2.40E 0.06 


Coast to Coast coverage; recent earning power good; dividend 
possible this year. 





_— c+1 x 





United Air Lines......... + 11.96 5.13 D010 2.09 2.50E 0.05 





0.50 C+1 X From Atlantic to Pacific, also all leading Pacific Coast cities 
on North to South lines; outlook is promising, 50c dividend 


indicated for 1944, 





Western Air Lines...... coe = 4,15 235 0.03 0.71 1,00E 0.06 





Operates Far Western lines, earnings improving but little 
indication of early dividends. 


— C1 Y 





*On common stock without regard to prior securities. D—Deficit. 


Je—Year to June 30. 


E—Estimated. 
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Kie-evaluating Machine Tools 


as Peace Stoeks 


BY EDWIN A. BARNES 


Tue machine tool industry was recently described as 
the “unhappiest” of all, because in the years 1941-3 it 
averaged five times the dollar volume of tools sold in a 
normal peacetime year. In 1943 production was over ten 
times as large as in 1932. The government is said to 
own some five out of every seven of these tools, built 
largely for converting peacetime plants to munitions 
makers. 

While the end of the war is not yet in sight, Mr. Baruch 
has already been called on to work out a plan to demo- 
bilize the munitions industry, and William L. Clayton 
has been appointed Surplus Property Administrator to 
liquidate $50 billions of war goods. Legislation is pend- 
ing before Congress to effect a centralized and uniform 
method of disposing of tools and other surplus property. 
Mr. Clayton is said to favor auctions, but will also ask 
for sealed bids and negotiate directly. 

Despite the huge glut of machinery, there are several 
alleviating factors. The reconversion program itself will 
mean extra wear and tear on tool equipment, and a high 
level of postwar industrial activity to satisfy the big ac- 
cumulated demand for cars, refrigerators, etc., will mean 
greater-than-normal use of tools. Europe will probably 
take over part of our excess supply under the UNNRA 
program, to rebuild her factories and equipment. Russia 
will doubtless continue her huge mechanization program 
and will be ready to pay in gold, if necessary, to meet her 
needs. Germany has destroyed or stolen much of her best 
industrial equipment. U.S. demands will be stimulated 
by new industrial products and processes resulting from 
accelerated wartime experiment and engineering progress 
—particularly the increased use of plastics and light 
metals. All of this will involve new kinds of tools, or use 
of present tools to make new kinds of machines. For ex- 
ample, the aluminum industry was recently allotted sufh- 
cient metal to begin experimenting with the production 
of many kinds of new aluminum products, such as lad- 
ders, lawnmowers, etc. 

The near-term outlook depends largely on the policy 
of the Federal Government in disposing of its huge stock. 
If these are “dumped” for what they will bring by indi- 
vidual agencies acting separately (as seems to have oc- 
curred in some cases) a great deal of harm to the industry 
may result. The Government is reported already liquidat- 
ing surplus and obsolete machine tools and machinery 
to the value of over $1,000,000,000. If control of widely 
scattered stocks can be successfully concentrated in the 
hands of the Surplus Property Administrator, the situa- 
tion can be kept under control. Moreover, a substantial 
amount of surplus tools might well be placed in arsenals, 
navy yards, etc., in preparation for some future emergency 
period, when this country would thereby gain a decisive 
advantage in the race for armament production. 





The tool and machine companies should benefit by 
their previous experience following World War I—most 
of them have histories dating back many years. They are 
doubtless preparing to follow one of two policies: (1) to 
“dig in” for a few years of poor business, by conserving 
cash and reducing operations and overhead; or (2) to 
seek more diversified production or new lines of activity, 
in order to maintain earning power at a normal level. 
They are doubtless being aided in this respect by a grad- 
ual slowing down of their munitions activities due to cut- 
backs and cancellations. Their transition to a peacetime 
basis is already well under way, and will not be as abrupt 
as for the automobile and accessory industries. 

Most of the machinery companies have simple capital 
structures—the majority have only common stock. Thus 
most of them can ride through a bad period without re- 
organization and change of control, though recapitaliza- 
tion has proved necessary in some past cases due to 
preferred dividend arrears. Some companies have main- 
tained such a strong backlog of cash that dividends have 
been paid uninterruptedly for many years—as with Amer- 
ican Machine & Foundry, Caterpillar Tractor, Ingersoll 
Rand, Link-Belt, Monarch Machine Tool, United Engi- 
neering and Mesta. 

A glance at the second column in the accompanying 
table indicates that many companies are in very strong 
current asset position. Babcock & Wilcox, National Acme 
and U.S. Hoffman have net assets per share substantially 
larger than the current market prices of the stocks. 

It is, of course, very difficult to gauge correctly the real 
earnings and net quick position of most of these com- 
panies, because of the complicated accounting factors 
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involved. Share earnings these days may be figured before 
or after special reserves. Usually these reserves are large 
if the earnings are abnormal. These companies wish to 
protect themselves against federal renegotiation of con- 
tracts—a subject on which Congress has not yet said the 
final word—but frequently the reserves are larger than 
necessary for this purpose, and perhaps reflect a protec- 
tive device against stockholders’ dividend expectations. 
Certainly the industry has been conservative with respect 
to recent dividend payments. Moreover, there are always 
tax claims and adjustments of one kind or another affect- 
ing past or present earnings. Most companies are setting 
up generous reserves for taxes in their current liabilities, 
some of which may prove excessive. 

Fundamentally, therefore, the industry is in good shape 
to stand a “‘siege’”’ of bad business. Big savings in fed- 
eral taxes will help. Many companies may be able to 
eke out dividends even though earnings are small. But 
the speculative public is always eager lor “growth” com- 
panies, where earnings are likely to increase, and machine 
stocks seem therefore more likely to appeal to wealthier 
“bargain hunters,’ who can afford to take a long-pull 
position regardless of dividend income and interim mar- 
ket fluctuations. 


Wide Diversity of Output 


Of course, the stocks listed in the table are by no means 
uniform with respect to character of products, industrial 





customers, degree of diversification, etc. Apart from 
mall tools, machinery falls into six or more classifica- 
tions and the individual companies may produce several 
f these types of products (none appears to be completely 
liversified in all groups): (1) power-generating machines; 
(2) power-driven metal-working machines; (3) other 
netal-working machines; (4) construction and conveying 
machines; (5) mining, oil and pumping machines; and 
(6) miscellaneous industrial machinery. Obviously, the out- 
ook for each indivdual company will 
ary with the character of its output. 
‘he outlook for road-building machin- 
ry and oil-field equipment should be 
bonsiderably better than for power- 
benerating machines, metal-working 
achines, etc. Companies making 
pecialized machinery to serve con- 
wmer industries have reasonably good 
ospects, since regular production 
hs been held up during the war, 
reating a backlog of potential de- 
nand. Companies serving the agricul- 
ural industry, such as Caterpillar and 
Fairbanks Morse may do fairly well 
i the postwar period, especially with 
Niesel tractors. Companies serving the 
tuiomobile industry’s reconversion 
an should benefit despite the 
act that much equipment on hand 
an be used, but this demand may be 
ather shortlived. 

Marketwise, the machinery group 
as not had a bad record. The group 
Kas not outstandingly popular in the 
929 bull market, though it showed 
he same percentage gain from the 
926 average to the 1929 high as did 
he all-industrial average—120%. The 
lop to the 1932 low was far more 
‘vere percentagewise than for the gen- 
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eral average, but, on the other hand the comeback to the 
1937 high was far better—the machinery average being 
above the 1929 high, while other industrials failed to 
make the grade by a wide margin. However, the record 
since that time has been relatively adverse, despite the 
huge wartime prosperity of the industry; the group now 
stands at only 53% of the 1937 high compared with 
68% for all industrials. Thus, obviously the stocks have 
discounted in some measure the adverse postwar out- 
look. Judging from their extremely poor behavior in 
1932, there may be a further decline in prospect; but an 
extreme decline may be prevented by the greatly im- 
proved financial position of most companies as compared 
with 1932. Provided the decline in activity is not cata- 
clysmic in character, many companies will doubtless be 
willing to use excess cash to pay dividends for two or 
three years of moderate or poor business, and this will 
tend to protect stock values. Following is some brief 
comment on individual stocks, supplementing that con 
tained in the table: 

American Machine & Foundry (not to be confused 
with American Machine & Metals) is a specialty company 
of good investment standing. With peacetime demand 
for its products assured, it faces no difficult problems; 
on the other hand, the stock has little speculative appeal 
as it sells on a liberal basis in relation tp earnings and 
dividend. i 

Babcock & Wilcox sells well below net quick assets and 
hence may be able to maintain divdends despite prob- 
able sharp contraction in the marine engine business. 
The current yield is about 7%. 

Black & Decker has had a good growth record, 1943 
business being about 12 times that of 1933. The stock 
returns a good yield—nearly g%—and may be somewhat 
less vulnerable than other. tool companies in the postwar 
period. 

Bliss, despite huge current profits (the stock sells at 
only about twice the earnings) (Please turn to page 641) 





One woman controlling a 154-foot machine at Wright Aero Plant 











Position of Leading Machinery and Machine Tool Stocks 
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Book coe Average pe Est. 1943 Average 


Value 


Net Dividend 


1943 


Invest- 
ment Market 


Net 
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Amer. Mach. & Fdy.....--+++++ 12.16 5.32 


Babcock & Wilcox.........--- 47.74 26.50 


1.01 


ee Ye 


1.13 1,00 0.90 





Black & Decker............--. 20.53 12.55 
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considerably improved. Common has moderate lever: 
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Caterpillar Trac. Co.......+.006 29.20 19.90 


3.69 


3.72 A4.35 2.12 


2.00 
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c+2 YY 


_ difficult. 


Rapid increase in gross offset by taxes and vreduced pr 


~ Has had a highly irregular record, and present huge 5 


COMMENT 





As part 1 of the old “tobacco trust," company enjoys a sto 
trade position, with almost a monopoly in cigar and cigared 
canto. Change-over from war work should not be especi 


















Marine engine business will decline sharply in post-war peri 
but well diversified industrial besiness may bolster earl 
somewhat. Esmings and dividends erratic in past but 
be more stable in future due to strong finances. 








margins on 
small electrically driven tools, post-war hdl “for whi 
may be limited, except for export. 
earnings are expected to decline sharply after war. Net work) 
capital still only feir, and there are two preferred issues. 

As world's largest maker of excavating machinery, com 
may benefit by big road-building projects planned by Wa 
ington to sustain post-war employment. Working capi 


Company's products highly diversified, with 56% of sales 
ventilating, heating and air-conditioning equipment. Finand 
position fair, post-war outlook better than average, due 
backlog of peacetime demand. 

New England hine tool y with fair financial positig 
Earnings high’y erratic. but peace-time slump may be less ti 
average due to specialized products. Dividend policy consen 
tive. 
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As biggest maker of track-type tractors and Diesel engin 
company will benefit by peacetime programs for road buildid 
demand for farm equipment, etc. Financial position excell 
earnings and dividends steady. 





Chicago Pnev. Tool.......++++ - 16.35 None(c) 
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Fairbanks Morse ....+s+eeeeeee 47.06 23.85 
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Mesta Machine.........eee0e- 14.85 4.52 


3.64 


3.63 A2.76 3.00 
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Monarch Mach. Tool........+ . 31.69 18.10 


2.70 


5.27 5.00 1.59 


~~ An “aristocrat’’ of the machine industry. Company has 4 


~ One of two leading producers of heavy steel mill equipns | 


Typical hine tool pany, with ee | 








Due to capital leverage and I sto 
record highly erratic. | sno | . “participeted in pros 
of aviation and shi , which will fade 
peace prospects. 

Important producer of Diesel and gas engines, electric m 
and miscellaneous equipment. Diversification outside mach 
field enhances post-war prospects. Financiai position 
record good since 1935. 


Leader in machinery for frolt “and vegetable packing, with olf 
lines widely diversified. has k gto 
record and may benefit A. novel teed processes receij 
___ developed. Finances strong. 


~~ Record highly irregular, but post-war prospects ; probably ms 
eee than for tool , as business “ 
divers Ss lett e toc of proved 
1942 og 

~ Due to exceedingly strong cash position, company has 9 
dividends for 34 years, giving stock investment status. Prodd 
used widely throughout industry. Reconversion should 
prove difficult. 

















cellent growth record, stimulated of course by war. Favonl 
financial ition p c tion of dividends 
38-year period. 





Earnings and dividend record better than average, due 
careful management rather than heavy cash position. Si 
of armament work may be partially absorbed by backlog 
repair I 








dends (; ti small) tinued 31 years, despite mod 
deficits during 1931-1933, Financial position impro 
capital structure conservative. 








National Acme...........-++. 27.81 18.90 
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Machine tool maker serving principally automotive indu 
Record irregular ut growth rapid. Inancial position 4 
strong, due to conservative dividends. Business likely 
slump after war, but dividends might be continued out of su 
‘New England hine tool pany, with good growth req 
but aubious post-war | ovtiook. However, financial posi 
has been strength and dividend policy is conservél 
~~ Largest U. S. producer of small arms, with mediocre earl 
ana Gividena record. Working capital improved. Govemim 
contracts ailreacy been cut back, with turther Gecline in pros 











United Eng. & Fdy...........+. 15.55 7.50 


3.64 


3.02 3.25 3.06 


2.00 
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U. S. Hoffman Machy.......... 21.94 16.00 


2.75 


1.20 A1.10 None 
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Despite tie-in with highly cyclical b pow industry, a 50 
financial position has been m 
ment has permitted 42-year dividend ath | Important tor 
interests, pius aeterred steel mill requirements, may help 

post-war 
Produces machinery for tailors, dry cleaners, laundries, hospi 
etc., many customers being poor credii risks. Common 
untavoravie, with no Giviaend 1431-41. However, po 
prospects Oetter-tnan-average. 





















Worthington Pump........-.+- 44.13 None(c) 0.26 


5.69 11,00 None 


2.00 


c+i- ¥ 





re rye 939 average. 


(c}—Aliowing tor prior obligations. 


E—Estimated. 
P—Freaminary. 


Se—Septemoer. 


____ foreign aemana, pilus increase q ts of oi inow 






Heavy senior securities give common high leverage. ( 
year's $2 divicena first since 1922. Wroaucts well aiv 
Outiook somewhat better than average, ave to provavie il 











622 


THE MAGAZINE OF WALL STRE 
























































































In 


not e 
Worl 
existe 
dition 
ing w 
has b 
etc., i 
large 
hand 
goods 
Mer 
have 
secon¢ 
such ] 
minin 
may | 
num ; 
duced 
as to 
amoul 
larger 
Dur 
were ; 
Corpo 
25.88 
and 2 
were ¢ 
Not o 
such ; 
from | 
and it 
better 
genera 
Kenne 
figure 
sion fi 
share j 
a pou 
poratic 


MARC 








yS a str 
d cigar 
 especi 





war Peri 
er earn 
t but 


uced pr 
pecialty 
for whi 


huge 3 
Net worki 
5. 

1, COM 
} by W 
ing capi 
» levers 
of sales 


Another Look at 
the Metals 








.  Finana 
ge, due 


ial positig 
be less ti 
Sy conser 


sel enging 
ad buildig 
in excelle 


mmon sid 
Nn prosper 
| fade 


ctric mold 
ide mach 


osition 


g, with olf 
able groy 
ses recetl 


>bably m 
usiness 
nproved 


ny has 
vs. Proda 
should 


any has ¢ 
.  Favo 
idends 4 


1 equipma 
age, due 
ition. 
packlog 





nings. 
ite mod 
n impro 


tive indud 
position # 
ss likely 
out of suit 
growth req 
icial posi 
conservim 
locre earl 
Governs 
ie in prose 
try, a 50 
lent mang 
ortant tor 
y help si 





ever, pos 


verage. | 
ell aiv 
rooavie iif 
oll inod 


STRE 










BY GEORGE L. MERTON 


IR 1917 and 1918, complaint was heard that there was 
not enough copper or lead or other metals, yet when 
World War I ended it was found that huge surpluses 
existed. Semi-finished goods furnished a very large ad- 
dition to the metals on hand, and for several years min- 
ing was not profitable. In the present war, while there 
has been much talk of needing more copper, tin, lead, 
etc., it is probable that this represents a desire to have a 
large surplus on hand, that a great surplus will be on 
hand when peace comes and also that many lines of war 
goods will again give up metals for re-use in industry. 

Members of official groups in various metal associations 
have published their views to the effect that new and 
second hand copper will be available after the war in 
such large amounts that it will have an adverse effect on 
mining operations for a long time. Similar conditions 
may be seen in zinc, lead, nickel, molybdenum, alumi- 
num and some of the lesser metals. So little tin is pro- 
duced in this country that worry over that metal will be 
as to whether Bolivia will continue to export large 
amounts of it, or if the Far East will again supply the 
larger part of the world’s needs. 

During the first World War, copper prices at times 
were above go cents a pound. The Kennecott Copper 
Corporation reported that it received an average of 
25.88 cents a pound in 1916; 27.02 cents a pound in 1917 
and 24.42 cents a pound in 1918. Prices for the metal 
were cut in half within two years after the war ended. 
Not only were prices down sharply, but mining was on 
such a small scale that Kennecott’s earnings dropped 
from $4.13 a share in 1917 to 16 cents a share in 1919 
and it was not until 1923 that the company again showed 
better than $1 a share earned in any year. The cycle of 
general prosperity in the late 1920s, however, carried the 
Kennecott earnings to $10.03 a share in 1928, with that 
figure almost halved in 1929. The depth of the depres- 
sion found the corporation with a deficit of 68 cents a 
share in 1932, when copper metal got as low as 514 cents 


a pound. As the 1930s progressed, earnings of the cor- 


poration again rose. 
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This discussion of Kennecott is to show that copper 
mining profits reflect wars in big gains, periods following 
wars in sharp slumps, and that the supply above ground 
is one of the most important factors influencing a good 
return or a poor one. Copper is called “the indestruc- 
tible metal,” and it is. Wherever it has been fashioned 
into some object for use and that object is no longe1 
wanted, the metal can be recovered. Much the same 
general facts apply to a number of other metals, and the 
assumption is very strong that most of the mining com- 
panies will find the demand much smaller for some time 
after the war ends than it is now. This outlook has been 
reflected to a large extent in the declining trend in the 
market for mining securities during the past year. The 
ending of the war may find this decline further extended, 
although there are some possibilities that much of the 
worst has been seen in the market. 

“Mining stocks are inflation hedges,” is given as one 
reason for not expecting the mining shares to decline 
further. They are in that class, but it is to be doubted 
that inflation will develop on a big scale for a long tim« 
after the war ends, if ever. The Government will have 
to take care of paying billions for its bonds and wil! 
have to do some refunding. Therefore, it is not likel\ 
that the Treasury will release its hold on the money mar- 
ket and allow a rise in money rates for some time, and 
will also take other measures to check inflation. At some 
future time, the mining stocks may be desirable to buy 
as “inflation hedges,” but it seems likely that they will 
be obtainable at lower market levels at some period be- 
tween a few weeks after the war ends and a year or two 
after that. 

“Why should I sell a stock which yields ten percent, 
and what can I buy as good that has as high a yield?” 
This is the attitude which causes many people to hold 
their mining shares even though they admit the doubtful 
postwar position of many of them. The answer is first 
that they risk having a possible postwar period of no 
yield at all, with a lower market value; and that any stock 
which sells for long to yield 10% is “waving a red flag” 
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in warning that the prospects are strong that the divi- 
dend will be reduced or possibly even passed, in the 
course of time. 

“I have held the stock for thirty years, and the average 
return has been good, so why should I sell it?” The 
advice there may be to hold it for another thirty years 
and that the average long-term return will perhaps be 
good. A postwar slump in mining activities and in 
profits may be ended in a year or two, or even might run 
to three or four years, but the good mines will come 
back, in the long run, and show good profits and pay 
liberal dividends again. The permanent investor can 
ignore the postwar prospects—though the wisdom of be- 
ing a permanent investor is open to question. 


Outlook for Coppers 


Kennecott Copper is among the largest and best man- 
aged mining companies. It has extensive holdings in the 
United States, also controlling output in Chile and Alas- 
ka, and it has its own fabricating subsidiaries. Starting 
in 1940, it has shown better than $4 a share annual 
profits, and paid dividends of $2.75 to $3.25. While it 
has enormous resources, it is not likely to keep up the $3 
dividend rate paid in 1943 for very long, if earnings 
should drop, and the fact that the stock sells to yield 
nearly 10% is an indication that investors are not ex- 
pecting to receive that high a dividend for long. There 
are 10,821,653 shares of no par value capital stock. If 
there is a postwar decline in the mining shares, Kenne- 
cott might be one of the best performers in the copper 
group, as its very long-term prospects are for eventual 
restoration of good earnings and dividends. 

A number of other companies are receiving the major 
part of their income from copper mining, of which the 
most prominent is Anaconda Copper Mining Co. It had 
a similar change from good to bad to good in its earn- 
ings results through the years. It suffered larger deficits 
than Kennecott in the early 1930s, but has had larger per 
share earnings in the past few years. At the right time 
and price, Anaconda may be a desirable purchase afte1 
the war, for its longer pull possibilities. It is the largest 
copper mining company in the world, and owns other 
companies which operate in Mexico and South America. 
One of the odd developments of the stock market in the 
past few years was that Anaconda opened at 40 on the 
day that the war started in Europe—September 1, 1939 
and has not sold as high as that figure since that sale. 
The stock can be said to have started to discount 
the ending of the war at the first minute the war 
started. 

Other important companies which are copper produc- 
ers include Inspiration, Magma, Miami and Phelps 
Dodge. Their earnings have followed the same trends 
through the years. Of the four, Phelps Dodge is the 
largest and it is considered one of the best in the 
entire group, but the stock acted very poorly in recent 
months and sold at the lowest level seen in nearly six 
years. 

There are other things besides an expected abundance 
of metal above ground which the domestic copper com- 
panies may have to contend with after the war. Because 
of shipping difficulties, there has been less competition 
from South African copper mines in world markets. 
This may again be a factor after the war. If the African 
properties are able to take a big place in the export trade 
for the metal, it should be beneficial to the American 
Metal Company, which is a holding company owning 
about one-third of the Roan Antelope and over half of 
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the Rhodesian Selection Trust capital stock. It also owns 
shares of a number of companies operating mines, smelt. 
ers and refineries in the United States. American Metal 
has had fair earnings in the past ten years, after showing 
poor results in the early 1930s. 

Cerro de Pasco operates in Peru. Copper is a more 
important product of its mines, with lead, silver, gold 
and zinc among other metals produced. Rising taxes, 
labor and political difficulties and shipping shortages 
have held its earnings down in recent years, and while 
a $4 dividend has been paid annually for some time, 
there are doubts of its long continuance. Other compa. 
nies which have a diversified metal output are American 
Smelting & Refining, Howe Sound, Hudson Bay Mining 
and U. S. Smelting. All of these have had excellent 
earnings in recent years. All are likely to find diverse 
trends in their affairs after the war, with probabilities 
that the lead, copper and zinc part of their activities will 
be less profitable, but may be offset to some extent by 
sustained prices for gold and silver. 

The two companies primarily engaged in producing 
lead, with other metals also, are St. Joseph Lead and 
Eagle Picher Lead. While some decline in the demand 
for this metal is looked for after the war ends, it may 
have an earlier return to activity than some others be- 
cause of its large use in building, especially in paint. A 
building boom of large proportions seems to be definitely 
coming not long after the war is over. 

The special metals—vanadium, nickel, and molyb- 
denum—also appear to be facing a period of smaller de- 
mand in the postwar days. Vanadium Corporation of 
America sells the major portion of its metal to the steel 
industry, and a sharp decline in steel output is looked 
for during the first year after the war, and possibly for 
a goodly period. A very large use of nickel in armament 
has sustained the earnings of International Nickel, but 
the recent income has been on a declining scale and the 
company recently reduced its dividend. The postwar 
outlook is fair, with possibilities that a large amount of 
nickel will again be needed when the expected postwar 
boom in the automobile industry is in full swing. One 
of the handicaps to the market for International Nickel 
is the very large common capitalization, consisting of 
14,578,169 shares of no par (Please turn to page 638) 
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Company 


Alaska Juneau........ 


Aluminum, Ltd....... 


Aluminum Co. of Amer. (#33.20 


American Metals..... 


Amer. Smelting & Re- 
fining 


ns, Lead & 


Amer. 


Anaconda Copper Mnfg. 


Cerro de Pasco Copper 


Climax Molybdenum. . 
Dome Mines......... 
Eagle Picher Lead .... 


Homestake Mining.... 


Howe Sound........ 


Hudson Bay Mining. . 


Inspiration Cons. Copper 
International Nickel... 
Kennecott Copper..... 


Lake Shore Mines..... 


Magma Copper....... 
Mcintyre Porcupine... 


Miami Copper........ 
New Jersey Zinc...... 


Phelps Dodge........ 


St. Joseph Lead....... 
Silver King Coalition... 


U. > h wobeed Refg. & 


a COM. ccs<.. 


*On common stock, without regard to senior securities. 
(cu-Payable in U. S. funds but with 15% non-residence tax. 
(#—Aluminum Co. Am. figures are all based on the new stock after 3 tor 1 split-up in 1943. 


Je—Year to June 30. 


33.83 


10.89 


64.74 


34.83 


29.61 
5.15 
17.65 


10.86 


43.67 
14.90 
25.35 
15,37 
37.31 

2.59 
21.82 
25.83 


14.28 


33.59 
17.19 


7.97 


86.70 


35.79 


Net* 1936-39 
Quick Average 
Assets Net 
PerSh. Per Sh. 

$0.95 $1.05 
105.83 13.91 

10.45 3.99 

17.34 2.22 

32.19 5.25 

6.42 DO0.33 
13.85 2.26 
17.79 3.15 

6.12 3.08 

3.93 2.08 
11.26 0.48 

6.86 3.61 
18.21 6.29 

5.44 1.89 

541 0.62 

6.49 2.55 
14.54 3.11 

2.21 4.11 
11.87 2.60 
24.58 4.57 

5.24 0.42 

& 3.75 

7.53 2.24 

4.86 2.08 

8.33 0.52 
39.60 6.86 
11.48 1.57 





Ma—Year to May 31. 


Position of Leading Metal Stocks 



































1936-39 

1942 1943 Average 1943 Invest- 

Net Net Dividend Dividend ment Market COMMENT 

Per Sh. Per Sh. Per Sh Paid Rating Rating 

$0.16 ‘D$0.10E $1.14 — c3 Zz Higher | qaede ores - believed exhausted —_— declined over 
period of years. No dividend expect 1944, 

19.35 16.00E 1.06 $10.00(c) B3 ¥ ‘Controls aluminum production Canada and foreign countries; 
_earnings large; $10 dividend indicated for 1 944. 

5.93 6.00E 0.50 2.00 B2 Y Largest maker enteues in world. Postwar outlook for goed 
profits, but less than in warti 2 rate 

2.06 2.00E 1.25 1.50 Cc+2 Y Foreign holdings should offset some smaller domestic business 
after war ends, _Expect $1. 50 payment 1 1944, 

Average earnings good for many years; many lines of activity 

4.39 4.50E 3.59 2.50 B2 ¥ make aumande outlook fair; $2.50 dividend looked for. 

Busi low in prewar years; war 

1.41 1.00E — _- C3 Zz period income May = deena pontble. 

4.66 4.50E 1.19 2.50 B2 ¥ Largest copper company, with large holdings in Latin Ame:ica; 
expect $2.50 payment in 1944. 

2.88 3.25E 4.44 4.00 c+1 Y Rising taxes, costs and political uncertainties in Peru may cause 
further decline income; may make further dividend reduction, 
with 1944 total about $2.50. 

5.31 4.50E 2.02 3.20 B3 v Lessened steel activity after war may reduce demand for molyb- 
denum; $3.20 dividend expected 1944, 

1.72 1.57 2.06 1.60(c)  B3 x Gold production smaller but offset by development other 
metals; $1.60 dividend expected 1944. 

1.93Nv 225NvE 0,32 0.60 c+1 ¥ Paint business may hold up earnings after the war. 60 cent 
dividend seems secure. 

2.20 0.17 4.50 — B3 x Mining suspended in early 1943. Earnings nominal but post- 
war outlook promising; dividends should be restored soon 
after mines resume work on large scale. 

3.75 2.80 4.71 3.00 Cc+3 Y Exceptional earnings record over period if many years and 
inne outlook _ - 00 payment looked for. 

2.66 3.00E 1.50 2.00(c) C+2 Y Gold and silver output should offset possible lower prices 
copper and zinc after war. $2.00 rate expected. 

1.46 1.60E _ 1.00 c+3 Y Postwar outlook ween io most of output is copper, 
a. 00 dividend expected 19 

£35 2.00E 1.89 2.00cu C+2 Y Dividend reduced, earnings lower; after decline in tr 
at war's end, expect later revival; $1.60 sai expected 19. 

4.16 4.50E 2.24 3.00 B2 Y Experience after First World War not ha to be so bad after 
Second; $3.00 payment maenaiet 1944 

1.14Je 0.96Je 4.69 0. .80(c) B3 Y Canadian gold mining curtailied, but i this pany 
favorable. 80 cent a looked for in 1944. 

1.94 1.75E 2.50 1.25 c+3 CY a good; future outlook ‘fairy expect $1.25 payment 

4.30Ma 3.77Ma 2.00 3. 33(e B3 x Earnings held well ion war period; Continuance of dividend 
above $3.00 expected this year. 

1.85 1.60E 0.04 0.50 c+3 «€6Y Postwar prospects not promising, but 50 cent dividend seems 
safe for this year. 

3.24 3.51 2.88 3.00 B2 WwW A large earner over sie nina of years and postwar prospects 
good. $3.00 dividend expected. 

3.07 3.25E 1.41 1.60 BQ ¥ bape disappointing in war period. Expect $1.60 dividend 
this year. 

2.89 2.75E 1.62 2.00 B2 ¥ Lead output may drop for time after war ends but should revive 
when building trades get active. aoer bane 00 dividend. 

0.20 0.18 0.49 0.30 c3 a in 940 power small, prospects fair. Eupee 2 20 cents dividend 
in 
Active in oe ie earnings dates 1943 oe 1944 

6.86 2.50E 7.62 3.25 Cc+3 ¥ dividend may be moderately under $3.25 paid 1943. 

1.95 1.75E 0.50 1.00 Cc+3 «#6Y Postwar outlook for vanadium unpromising; $1.00 dividend 


indicated for 1944, 





(ce Payable | in Snot funds, with h15% non-residence tax. 

&-N. J. Zinc does not publish a balance sheet. 
Nv—Year to November 30. 
E—Estimated. 
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AND SUBSIDIARIES 


OPERATING IN THE UNITED STATES AND CANADA 





CONSOLIDATED BALANCE SHEET 
December 31, 1943 


UNION CARBIDE AND CARBON CORPORATION 











































ASSETS 
CURRENT ASSETS 
E35 OR ese NE Ieee oe ESSER OI SON cc CONE Cin tne ELS SN oe gts pct Spe Beetee akestetes $ 75,092,180.20 
United States Treasury Dax Potes, c..ss.s::.s0cssssssesescessesssessscssbeoseecesseseesssvacvaieesvescsoovee srieeaedenbeoletieenn a 40,000,000.00 
Marketable Securities (Cost or Market, whichever lower). ere ee wid weet sadet tease ete ante Bytes 3,695,562.93 
Receivables (After Reserve for Doubtful) 
Ce eS | ee ere Peat Des ncpe ateetteaste $ 48.035.005.94 
Other Notes and Accounts. ............0.00.00000.0cccccccecesceeeeeeeeeeeeees bp ota ede taser seks 6.926.229.86 54,961,235.80 
Inventories (Cost or Market, whichever lower) senate ects __74,378,066.91 
TOTAL CURRENT ASSETS TR ccc 553 : eee Ae ee ee $248,127,645.84 
Frxep Assets (Cost or less) 
Land, Buildings, Machinery, and Equipment... 000 oo.o.oo.cccccccecocececccesesecseseeeveeeesvseseseeeseveveees $349,475,451.23 
Deduct—Reserves for Depreciation and Amortization as suntan teltendasectattooes 174.370,864.52 175,104,586.71 
INVESTMENTS (Cost or less) 
Affiliated Companies in United States and Canada arenes ahem . $ %57,919.61 
Affiliated Companies outside United States and Canada ee ip iesstbueeaighaneee ace’ 3,050,932.87 ] 
Foreign Subsidiaries .......... oe : set eleaiaseee Date dosets ; 20,971,577.56 
Other Securities ...................... aebain : Seite saeescichteeteitevethlesie _____ 666,557.59 25,446,987.63 
DEFERRED CHARGES 
Prepaid Insurance, Taxes, ete..................scsssseseeseeees jacob sTalsignh sac Set Car rece Saba hoch ek cannes ae Udasaate gece ats rea Mi cceaaeeeats 2,533,563.30 
POSTWAR REFUND OF EXxCEss ProFIts Tax (See Note 6) 8,244,921.72 
PATENTS, TRADE-MARKS, AND GOODWILL. ...0.0.00..00.0.000000:00c00e: vsass te seaeacosvex Ovcesss whaniayvedselatiedemsin desceatedtadincresates ee 0) 
TOTAL ASSETS........ sci takAasAes abasic nsoniee ti haenpepaceeaeserteek sladbbees sien itedlssinmataniuad $459,457.106. 20 
LIABILITIES : 
CURRENT LIABILITIES 
Accounts Payable ............ ee doi eabudeicaebs oat pcsseus ancocummarenutonsendiesnnateasistiensdasrs Pareeacietorenceess $ 18,548,135.48 ( 
Dividend Payable January 1; ‘1944, sete hes ast catebetaads ae bevisisvetees denne 6,958,341.00 
Installments due within one year on Sinking Fund Dehouteres.. earths sistseeicrsstcnAarstenestits sre yean steed ciate ntienes 1,800,000.00 
Accrued Liabilities 
Income, Excess Profits, and Other Taxes peeseteachs sececsniineastiseed mexmecwncasearcts ..  $ 83,989,779.65 
ES ee eee zs Reteacssnpalicesncssapeessascceei Se ee acess 205,000.00 2- 
Other Accrued Liabilities .. Bisistaticciashiterete piesedsintesnisenainsianisiccnmntniansnretics —AAOOIGDOO9 _- ISBEIO6 129074 
TOTAL CURRENT LIABILITIES... sheen ress cba ieSb aces ic eee aeelevtenbecicccateboecat at $115,502,606.22 ‘ 
PROVISION FOR WARTIME ADJUSTMENTS (See Note 2) o.........0..cccccccccccccccssssessesesvecscavecscscsesessvesavavssesesesavavavsvisisseseesesveves 2,500,000.00 
DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS ..000000.000.0.0.000ccccccccscscscscseeceseseueseevevevs Severs arte Masts 1,589,304.99 
FIFTEEN-YEAR, 244% SINKING FUND DEBENTURES OF UNION CARBIDE AND CARBON 
CORPORATION DUE SEPTEMBER 1, 1953, AFTER DEDUCTING SINKING FUND INSTALL- 
MENTS DUE WITHIN ONE YEAR (as above)..................c.ccsscsscessccsscssecsssessesssssessosessoeees a Ths 8 __ 22,800,000.00 
EEO ee ee ee er ee : $142,391,911.21 = 
RESERVE FOR POSTWAR CONTINGENCIES (See Note 6) ........0...0..ccccccccccccssscsssssescssssevsveseusseseacasaveceveseseacsesssssessavsteveaeasecees 20,000,000.00 
CAPITAL STOCK OF UNION CARBIDE AND CARBON Cemennent 277,788 shares 
of no par value not including 136,649 shares held by the Corporation. .........0........cccccceec00-- . $192,879,842.43 
CERISE) CU CE 1 0) anaes CO OR Sar” Et _104,185.352.56 297,065,194.99 
$4 59,45 7,106.20 U: 
NOTES RELATING TO FINANCIAL STATEMENTS - 
1—The principles used in preparing the accompanying consolidated shown as investments. Only that part of the income of foreign an 
statements for the year 1943 are as follows: subsidiaries that was received during the year as dividends is ha 
All subsidiaries that are one hundred per cent owned, and included in income. Unaudited reports covering less than a full cer 
operate in the United States and Canada, are consolidated. year indicate that the income of companies paying such dividends th 
Current assets, deferred charges, current liabilities, and earn- will exceed the amount of dividends paid. co 
ings of Canadian subsidiaries consolidated have been converted Affiliated companies, less than one hundred per cent but more ex 
at the official rate of exchange. Other assets and liabilities of than fifty per cent owned, are also shown under investments. to 
Canadian subsidiaries consolidated were converted at the pre- The equity in the net worth of some of these affiliated companies to 
vailing rate at time of acquisition or assumption. carried in investments at $3,155,231.17 increased $1,383,237.52 be- pr 
Foreign subsidiaries, all one hundred per cent owned, are tween January 1, 1938 (or date of acquisition, whichever is later), ac 
(Continued on following page) 
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UNION CARBIDE AND CARBON CORPORATION 
AND SUBSIDIARIES 


OPERATING IN THE UNITED STATES AND CANADA 





INCOME 
Deduct— 

Depreciation and Depletion 

Amortization 

Interest 

Income and Excess Profits Taxes (See Note 6). 

NET INCOME 

(Net Income does not include Postwar Refund of 
Excess Profits Tax in the amount of $4,990,235.24) 


AMOUNT TRANSFERRED TO SURPLUS 


Deduct— 


Dividends Declared. .......................::cesescee0 
EARNED SURPLUS AT DECEMBER 31, 1943 


(Notes continued from preceding page) 

and the date of latest unaudited reports received. Of this increase, 

$282,757.30 is applicable to the current period. No reports are 
available for 1943 for the remaining affiliated companies carried 
in investments at $653,621.31. The consolidated income does not 
include any part of the undistributed net income of affiliated 
companies. 

—Income for the year 1943 has been charged with $2,500,000.00 to 
provide for unusual adjustments which may arise in connection 
with wartime operations. This amount is shown on the balance 
sheet as Provision for Wartime Adjustments. 

3—The Trustee of the Savings Plan for Employees holds Collateral 
Debentures of Carbide and Carbon Management Corporation se- 
cured by 88,475 shares of steck of Union Carbide and Carbon 
Corporation under plans for employees. As of December 31, 1943, 
the assets held by the Trustee amounted to $5,462,984.63, and the 
unpaid balance of amount borrowed by the Trustee in connection 
with the purchase of debentures was $3,600,000.00. Union Carbide 
and Carbon Corporation has agreed to maintain the assets in the 
Trust Estate at an amount sufficient to repay the indebtedness 
and permit the distribution of the Trust Estate to the persons 
entitled thereto. 

-Payments relating to years prior to July 1, 1937, were made to 
insurance companies in the maximum amounts acceptable to such 
companies to apply toward the purchase of Past-Service Annuities 
under the Retirement Plan for Employees. These payments were 
charged to surplus, Payments for the purchase of Future-Service 


AUDITORS’ 





Union CarBiDE AND CARBON CORPORATION : 


We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its one hundred per cent owned subsidiaries oper- 
ating in the United States and Canada, as of December 31, 1943, 
and the statements of income and surplus for the year then ended, 
have reviewed the system of internal control and accounting pro- 
cedures of the companies and, without making a detailed audit of 
the transactions, have examined or tested accounting records of the 
companies and other supporting evidence by methods and to the 
extent we deemed appropriate. Except that it was not practicable 
to confirm receivables from United States Government agencies, as 
to which we have satisfied ourselves by means of other auditing 
procedures, our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and 





REPORT 


CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1943 


INCOME 


$156,378,292.39 


17,792,791.85 

19,593,385.30 

767,447.02 
ea __79,882.279.12 _118,035,903.29 
catutatiounseebicedtean ue $ 38,342,389.10 


AMOUNT TRANSFERRED TO RESERVE FOR POSTWAR CONTINGENCIES (See Note 6) ___5.535,766.15 


eee ee - eee a $ 32,806,622.95 


EARNED SURPLUS AT JANUARY 1, 19430000000... $101,546,964.35 
Add— 
Amount Transferred from Net Income ..............ccccccccsccsescescesceseesseeeeeeeees ecu $ 32,806,622.95 
Increase in Market Value of Marketable Securities at December 31, 19. 43... 301,426.37 
Reduction of Valuation Reserve—Securities sold during the year _ 32,870.38 33,140.919.70 


$134,687,884.05 


$ 27,833,364.00 


Payments on Employees’ Pas t-Service Annuities under Retirement Plan 2.669,167.49  —— 30,502,531.49 


$104.185.352.56 


Annuities were charged against income. 


5—A review of the operations for 1942 under the War Profits Control 


Act has been made during the past year. Pending final settlement 
under the Act, a reduction has been made of $8,250,000.00 in the 
value of sales and of income before taxes for that year. After 
allowance of $7,174,592.90 paid in taxes, the estimated cash refund 
to the Government in the amount of $1,075,407.10 has been de- 
ducted in determining Income for the year 1943. This amount has 
been included in Other Accrued Liabilities. Also, a reduction in 
the Postwar Refund of Excess Profits Tax for the year 1942, 
amounting to $526,001.39, has been charged against the Reserve 
for Postwar Contingencies. It is impracticable to determine the 
effect of this Act on the operations for the year 1943. Therefore, 
no specific provision pertaining to 1943 operations has been made 
out of 1943 income other than the general provision for wartime 
adjustments against which possible refund under this Act and 
other adjustments arising out of war conditions will be charged. 


6—Income and Excess Profits Taxes are charged against income 


after reducing such taxes by the amount of $1,429,100.00, which 
represents the Debt Retirement Credit permitted under the Rev- 
enue Act of 1942. No deduction has been made from such taxes 
for the Postwar Refund of Excess Profits Tax in the amount of 
$4,990,23: 5.24, and consequently this amount is not included in net 
income. The Postwar Refund and $5,535,766.15 transferred from 
net income have been added to the Reserve for Postwar Con- 
tingencies. 





included all procedures which we considered necessary. 


Subject to the omission from income of postwar refund of excess 


profits tax, which, we believe, constitutes a proper addition thereto, 
in our opinion, the accompanying balance sheet and related state- 
ments of income and surplus present fairly the position of Union 
Carbide and Carbon Corporation and its subsidiaries consolidated 
at December 31, 1943, and the results of consolidated operations for 
the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


HURDMAN AND CRANSTOUN 
Certified Public Accountants 


New York, N. Y., March 11, 1944 
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Rails Resting? 


The Dow-Jones rail average made 
a new recovery high on Feb. 2g at 
38.90, just 60 cents above the pre- 
vious high of July, 1943, then spent 
the better part of two weeks churn- 
ing around without further advance. 
Meanwhile—showing some nice team 
play in keeping the market ball 
rolling—the long dormant industrial 
average came to life. If strength in 
industrials continues, quite likely the 
rail average will be able to stretch its 
legs by a somewhat wider margin 
over the 1943 high than has thus far 
been negotiated. But it remains to 
be seen whether the current up move 
will pass into history as just a nice 
rally or a portion of a sustained ad- 
vance. On that moot question, this 
column for the present must keep its 
fingers crossed. The current techni- 
cal “indications” are bullish—but 
war markets more than once have 
double-crossed orthodox chartists by 
“false moves.” 


The Best Rails 


This column is not inclined to 
reach for rails—or any other stocks— 
for longer-term speculative-invest- 
ment objectives, believing it likely 
that in due course they can be had 








Stocks Recently Making 
New 1943-1944 Highs 


Am. Chicle Grt. West Sug. 
Am. Sugar Int. Paper 

Am. Tel. & Tel. Int. Silver 
Atlantic Ref. Liquid Carb. 








Best Foods Louis. & Nash. 
Bigelow-Sanf. Mack Truck 
Bristol-Myers Motor Wheel 
Clark Equip. Studebaker 
Colgate-Palm. Thompson Prod. 
Decca Records Van Raalte 
Doehler Die C. Vick Chem. 

El. Auto-Lite Wayne Pump 
Flintkote W. Indies Sug. 
Feod Mach. Nat. Can. 
Gen. Motors Crown Zeller. 
Goodyear Fruehauf Tra. 
628 


on a reaction at prices somewhat low- 
er, perhaps materially lower, than 
presently prevail. Short-term traders 
sometimes make money—but usually 
neither much nor for keeps—by go- 
ing with the crowd and buying in 
strong markets. For those with pa- 
tience—and horse sense—the sounder 
strategy is to strive to buy on reac- 
tions, sell on strength. Nevertheless, 
selected rails appear notably cheap 
cn a long-term basis, as compared 
with most prominent industrials. If 
you are anxious to buy, fear these 
stocks will get away from you and 
are unconcerned by reaction possi- 
bilities, you will find it worth while 
to read carefully the special article 
on rails by Adolphe R. Aubert, be- 
ginning on page 599 and to note 
especially the tabulated data on in- 
dividual roads. Using Mr. Aubert’s 
classifications, this column’s more 
limited choices would be C. & O. 
among the Strong Credit rails; At- 
chison among the Good Credit rails; 
Southern Pacific among the Border- 
line rails; and Erie among the Re- 
organized rails. 


Oil Shares 


The consensus of investment opin- 
ion on oil shares has long favored 
crude producers or integrated com- 
panies with a strong crude oil re- 
serve position, as compared with oils 
considered mainly as refiners and 
marketers. As a result, shares of the 
latter type are available at much 
lower price-earnings ratios than the 
other oils. A sensible investor will 
always pay close attention to price 
differentials. Suppose stock A_ is 
twice as “good” as stock B, this dif- 
ferential in quality is ironed out as 
a practical matter if stock A is priced 
twice as high as stock B. In all too 
many cases, “popularity” is accorded 
a price premium wider than is justi- 
fied by actual differentials in basic 
quality and company prospects. At- 
lantic Refining, by way of illustra- 








Preferred Stocks Selling 
Above Cail Prices 


Call Current 

Price Price 
Am. Brake Shoe 514% 125 130 
Am. Chain 5% 105 110 
Am. Viscose 5% 115 118 
Atias Powder 5% 110 116 
Cal. Packing 5% 50 55 
du Pont $4.50 120 126 
Gen. Foods $4.50 1072 4115 


Gen. Mills 5% 125 130 


Gen. Motors $5 120 130 
Hercules Powder 6% 120 134 
Int. Nickel 7% 120 133 
Murphy 434% 109 114 
Newberry 5% 105 110 
Philip Morris 42% 107 111 
Procter & Gamble 5% 110 Th? 
Square D 5% 105 112 








tion, is currently priced at 30 or only 
some 8 times 1943's conservatively 
reported earnings of $3.79 per share. 
This is a financially strong, “old 
line” company. We have previously 
commented on another refiner— 
Standard Oil of Ohio—which looks 
even more attractive than Atlantic 
Refining. Shares of the larger inte- 
grated oil companies are not acting 
very well in the current market. This 
may be largely because they are just 
high enough on prospects for a good- 
ly time to come. It is also because 
they are partly under the cloud of 
uncertainty about the Government’s 
future role in the oil industry. It 
seems to us that the proposed Gov- 
ernment pipe line from the Arabian 
field and other Federal intervention- 
ist moves to conserve supplies of 
domestic crude have scant adverse 
implications, or possibilities, for re- 
finers such as Standard Oil of Ohio 
and Atlantic Refining. 


Debt Reduction 


The Atchison, Topeka & Santa Fe 
Railway reduced funded debt by 
$33,647,250 last year. Starting 1944, 
total debt was $271,317,000 and an- 

(Please turn to page 644) 
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loan topped $14 billion goal by $2.73 
billion. War expenditures reached 
new daily high in February. Business 
60 conserves have accumulated enough 
liquid capital in past two years to fi- 
a al nance transition from war to peace 
50 “™ ri time activities. 
“ fe TRADE—Retail store sales in January 
- were 11% above last year in value. 
2 INVESTMENT IN, Fs Commerce Department expects 1944 
a 6 ae : sales will top 1943 by 5% on physical 
om Pea ft "| volume basis. 
—— a gee DEMAND DEPOSITS 
a INDUSTRY—OPA says black markets 
get only 3% to 4% of domestic out- 
20 a aa lay for food. Commerce Department 
he aint ae estimates corporate profits after taxes 
130 ~— IN CIRCULATION last year at $22.8 billion—20% ahead 
110 " ts vv of 1942 and 58% above 1941. 
i = TOTAL Loans ee ee 
55 inannapeg wie | COMMODITIES — Wheat outlook 
126 ee Ree much improved; but sugar quotas for 
115 SES e tees : : 
+8 ° Sua DAS ONS soft drink and candy makers cut 
130 1943 1944 12'/,%. Cotton advances to new war- 
134 time high. 
ee 
114 
110 s 
111 
117 
"Whe Business. Analyst 
only That the phenomenal increase in produc- 
tively tivity of labor still continues is evidenced by BUSINESS ACTIVITY 
share. further fractional improvement in per capita PER CAPITA BASIS 
old } business activity since our last issue, to a new M.W. S. INDEX 





ously } all time high, despite greater than normal sea- 


a sonal contraction in civilian employment. 
ooks 


lantic 


inte} For the month of February our index of per 
ictin§ | capita business activity, at 133.8%, of the 


* * x 




















This | 1923-5 average, was 1.8 points higher than in 
€ JUStT January and 9.3 points ahead of February, 
good: } 1943, Without compensation for population 
CAUSE F growth, this publication's index of business ac- 
ud of tivity advanced during February to 162.5% 
nents F of the 1923-5 average—a level 7.4°%/, above 
y- It Plast year. 

Gov- * * * 


abian 
mi Department store sales in the week 
‘es of pended Feb. 19 were 9% below last year, com- 
verse | pared with a cumulative dip of only 2% for 
or re- [the year to date. Commerce Department pre- 
Ohio [dicts that total volume of retail store sales 
for the full year will top last year by 5%. | 


























* * x ~~ ° 
| el tte Tl 
sta Fe | War expenditures by the U. S. Treasury ae ee ee ee 
bt by reach a_new high daily average at $259 mil- | JSFMANMIJTASOND 
“1944 lion in February. Final report on the Fourth 
idan. | War Loan discloses that the $14 billion goal 
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Inflation Factors 
























































































































































Latest Previeus re- 
Wkor Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b 
Mar. | 1.70 1.77 1.42 0.43 - 
Cumulative from Mid-1940............. ah | 168.8 167.1 80.9 14.3 (Continued from Page 629) 
was topped by $2.73 billion, though subscriptions 
FEDERAL GROSS DEBT—S$b Mar. |! 183.1 182.4 114.0 55.2 by individuals fell $191 million short of the $5.5 
billion quota. i 
* * 

MONEY SUPPLY—Sb Congress has extended the life of the CCC to 
Demand Deposits—101 Cities......... Mar. | 32.3 31.9 31.3 24.3 | June 30, 1945, without restricting the use of its 
Currency in Circulation...................- Mar. | 20.8 20.7 16.2 10.7 ais 

considerable remaining resources; but providing 

no additional funds for subsidies. The battle over 

= ening Avge. price control is scheduled to break out again 

100 Other eee — — H ben = when Congress tackles the question of extending 

the Stabilization Act, which expires June 30. 

More light on the controversy over living cost 

tet PAVMENTS—Sb (cd) Dec. 13.46 12.44 11.61 8.11 | indexes was flashed recently by OPA Adminis. 
ries & W =| Eee 

wet 4 £ Denon tea eyo. ae ne = — re trator Chester Bowles, who stated at a New York 

Ferm Marketing Income {es soseeee Dec. 1.70 2.01 1.50 1.21 | Times forum that housewives are paying around 

Includ'g Govt. Payments (ag)....... Dec. 1.75 2.04 1.57 1.28 | $1.2 billion annually to operators of food black 

markets—between 3% and 4% of this year's 

CIVILIAN EMPLOYMENT (cb) m Jen. 50.4 51.0 51.8 51.0 | total food bill. This is a far cry from C. I. O. 
Agricultural Employment (cb)........ Jan. 8.7 8.9 8.7 9.0 claims. 

ee arama * \ Jan. 15.8 16.1 15.7 13.6 . ae 
oyees, Government {Ib)..... : ° 

UNEMPLOYMENT (eb) m ~_ 33 = ny = According to Commerce Department estimates, 

corporate profits after taxes for the five war 

FACTORY EMPLOYMENT (ib4) ii: 166 169 165 141 years have been (in billions of dollars): 1943, 
Durable Goods .ou.......cessescsesseesesseeeees Jan. 229 233 21 168 22.8; 1942, 19.0; 1941, 14.4; 1940, 7.4; 1939, 3.3. 

pe pa a seeeaneneee rng 117 119 123 120 Apportionment last year by major divisions, with 

Dec. 328 336 286 189 percentage increases over 1941, were: total $22.8 
illion, 49°: or 8 billion, 

FACTORY HOURS & WAGES (ib) snvaagaed /o aan sani _ vr: 
NN his acca mm -— ee eee a oe ee 
Hourly Wage (cents)... Nov. 99.5 98.9 90.5 78.1 | ties $1.4 billion, up 35%i trade $3.0 billion, up 
Weekly wage ($)_.....----------------+-- Nev. 45.27 44.90 39.78 32.79 150%; transportation $2.2 billion, up 200%; all 

other $1.0 billion, up 29%. 

a (Ib2) Feb. 26 103.6 103.3 102.7 92.2 «oe ee 

ta (cdib}..... . 3 5 5 f 
otal (odlb} “as ad ‘oat a _ Commerce Department estimates January divi- 
dend payments at $278 million—$4 million 

COST OF LIVING (Ib3) Jan. 124.2 124.4 120.7 110.2 | onder January, 1943. Manufacturing paid $34 
FN sos oocchecesceeestactenceecsh Jan. 136.1 137.1 133.0 113.1 sind é f 
TARR: Jan. 1345 134.6 126.0 —*113.8 | million more; but finance companies trimmed off 
BR ss chitosan eceneeeneonstiees Jan. 108.1 108.1 108.0 107.8 | $6 million. 

* * * 

RETAIL TRADE Member banks in the Second Federal Re- 
Retail Store Sales (cd) $b................ Jan. 4.95 6.72 4.44 4.72 | serve District last year had aggregate profits 
DDRTRDID HOTS wssnssensscossntesiscsssisecasesse Dec. 0.90 0.78 0.89 1.14] after ¢ . ° + 
Non-Durable Goods Dec. —- a 1 a eee ee Sere 
Chain Store Sales (ca)... Jan. 188 170 177 151 | tal funds, the highest rate for any year, except 
Dept. Store Sales (rb) (1).............. Feb. 151 152 167 116 1936, since the late 1920. Rate in 1942 was 
Dept. Store Stocks (rb2).................. Jan. 104 98 102 95 44%. Cash dividends paid last averaged 2% 

of total capital, against 1.9% in 1942. 

MANUFACTURERS’ ins iomstiiiecglan 

New Orders (cd2)—Total................ Dec. 271 272 255 212 Predict ] 
Durable Goods ...cssocssseesssssesusee Dec. 400 392 (361 265 redictions of a long war were shaken a bit 
Non-Durable Goods .................... Dec. 188 196 187 178 durina th + fortnight b A der + 
Shipments (cd3)—Total ............. Dec. 272 270 240 183 pine : oa See OE my OF Ke 
Durable Goods ....sscscnsctsnrsenene Dec. 371 «373, ~«=S=«320.~=—S«220_—‘| terminate training plane production. Official 
Non-Durable Goods «0.0.0.0... Dec. 196 189 178 155 explanation is that the need for such planes has 

been met and that workers can be used in build 

BUSINESS INVENTORIES—S$b ing combat craft. More metal will be employed 
End of Month (cd)—Total.............. Dec. 26.8 28.1 28.0 26:7 ‘litencet t ' lati 

Wonatacturers) cscs, Dec. 7 oe oe oe eee 
IRIIDES © 2 ics cs SerastsrcivstecSs: Dec. 4.0 4.1 4.0 4.6 | scarcity of these two basic materials has now been 
Retailers’ Dec. 5.1 6.2 6.4 6.9 | reversed. 
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PRODUCTION AND TRANSPORTATION 
Latest Previous Pre- 
scones Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
BUSINESS ACTIVITY—1—pc Feb. 26 134.0 134.0 125.4 118.2 
—— (M. W. S.Jp—t—np.. cece Feb. 26 162.8 162.6 152.4 139.5 Two paragraphs of the Baruch-Hancock 
george aay (rb3) Jan. 242 241 227 174 report on re-establishment of the American 
urable Goods, Mfr............cccccee Jan. 366 367 336 215 - traight to the heart 
peace-time economy go so straig 
tans Non-Durable Goods, Mfr................. Jan. 174 173 171 141 of things that they merit far greater publicity 
$5.5 CARLOADINGS—t—Total Feb. 26 782 776 783 833 than thus far received: 
Manufacturers & Miscellaneous... Feb. 26 367 360 359 379 oo“ * 
CS Se El ae . Feb. 26 102 101 94 156 . 
i _. Berean Feb. 26 179 180 179 150 “There has been too much loose parroting of 
C to 2 een eer te Ma ane Li Feb. 26 48 51 51 43 the slogan that, if individual enterprise fails to 

f it: mage ‘ 
st s ELEC. POWER Output (K.w.H.)m Feb. 26 4,445 4,512 3,893 3,369 provide jobs for everyone, _ must be — 
tli: b f the other systems that are around. The 
over SOPT COAL, Prod. (st) m Feb. 26 12.6 12.4 12.7 10.8 : et i ae acai for all of the economic 

q Cumulative from Jan. 1... Feb. 26 = 102.5 89.9 96.0 466 Se ae ce eee 
again Stocks, End Moecccccccccccceseceecccss...... Jan. 53.6 56.7 79.4 61.8 | systems of the world—for our own, for sor 

i i Fascism, Nazism, all the others, and the 
nding | | PETROLEUM—(bbls.) m piianenaligesacd™ ea wt d them all 
e 30. Crude Output, Daily Feb. 26 4.42 4.38 3.87 4.11 American system has out-produce em ail. 
cost Gasoline Stocks........ccccscscssseseeseesesess — 26 85.25 83.93 92.77 87.84 oe--% 

- igh Gur StOGher n.d scttscassctctiass eb. 26 = 51.39 551.95 = 70.52 94.13 " rae : : f 
minit- Il! Heating Oil Stocks... ee 6 Be te Seen Meehes ein ey ene 
York still another miracle in a fine and lasting peace. 
round LUMBER, Prod. (bd. ft.) m Hq mo o% 577 524 632 It will not do so if pressure groups are permit- 
black ess ao daca sathee. Memes mn = = “ 12.6 ted to turn that productive capacity into a bat- 

; STEEL INGOT PROD. (st.) m Feb. 7.19 7.60 6.83 6.96 | tleground for their own selfish interests or if we 
_—s Cumulative from Jam Vossen Feb. sith 7.60 14.25 _75.69| inflate ourselves out of the world market." 
:/ ENGINEERING CONSTRUCTION — ome 

AWARDS (en) $m ar. 39.4 22.2 85.8 93.5 + th hould be few busi head- 

cit fon $0 MCE AE ER | Dearie oper oo: 
ae yr teresa en (st , peacetime activities, since, according to Com- 
e war aperboard, New Orders (st)t.......... Feb. 26 152 130 157 165 coiateas dt ; d 
1943, Machine Tool Shipments—$m............ Jan. 57.0 60.8 117.4 76.4 oe eee 7 ect ae 

Anthracite Coal Production (st)m.. Jan. 4.89 4.97 4.31 3.83 for liquid capital in the first post-war — ws 
7, 3.3, Whiskey Withdrawals (tax gals.) m.. Jan. 3.93 5.41 7.11 8.14} be only $36 billion, against an accumulation of 
» with Do., Stocks (End Mo.) 0... Jan. 380 385 462 506 at least $47 billion in the past two years alone. 
$22.8 _Cigarettes, Domestic Sales—n.......... Jan. 20.1 22.8 20.4 17.1 

ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—I00. cb. Census Bureau. cd——-Commerce Dep't. cd2—Commerce 
my UP Hl Dept., Jan., 1939—100. cd3—Commerce Dep't, 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 


; utili- §] data. en—Engineering News-Record. |—Seasonally adjusted Index. 1923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
Labor Bureau, 1935-9—100. |b4—Labor Bureau, 1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 
for population growth. pc—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
/o: all #] 100. rb3—Federal Reserve Board adjusted index, !935-9—100. st—Short tons. +—Thousands. t—Treasury & R. F. C. 
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) divi- No. of 1 943-4 Indexas-——-- (Nov. 14, 1936, Cl—100) High Low Mar.4 = Mar.,t1 
a Issues (1925 Close—100) High Low Mar.4 Mar. !! | 100 HIGH PRICED STOCKS...... 68.01 52.87 64.44 66.39 
million 283 COMBINED AVERAGE........ 89.9 545 83.6 85.1 | 100 LOW PRICED STOCKS...... 88.00 43.61 81.50 85.24 
doa 4 Agricultural Implements .... 157.4 105.2 152.6 157.4G 6 Investment Trusts ................ 39.1 22.7 35.4 37.2 
ved of Ho Aircraft (1927 Cl—100).... 179.2 112.7 131.3 131.6 3 Liquor (1927 Cl.—100) ...... 345.3 197.1 «311.2 0 345.3J 
5 Air Lines (1934 Cl—100).... 560.3 363.1 460.9 468.3 B Machinery oon.cccccccssecssssseeeons 112.9 82.6 1084 112.9D 
5 Amusement o.o...ccccccccccscsssseee 78.4 40.2 71.0 73.0 iit ........... 91.8 61.8 87.8 89.0 
al Re Bt 2 Autemobile Accessories ...... 142.1 83.0 125.6 133.4 3 Meat Packing 64.9 34.9 60.6 64.9D 
profits B12 Automobiles .......ccccccccccsssssse 21.0 9.7 18.2 19.7 11 Metals, non-Ferrous ............ 155.7 106.8 122.6 125.8 
e capi 3 Baking (1926 Cl—100)........ 15.0 8.5 13.5 14.1 I crete ence 14.7 9.0 13.8 14.7D 
except 3 Business Machines .............. 197.1 129.4 177.2 183.6 Me Cari alec scscsscvacssxeccenss 141.4 86.9 125.0 127.9 
42 wasp 2 Bus Lines (1926 Cl.—100).. 115.3 54.9 Ill = 112.2 19 Public Utilities oo... 58.1 23.2 53.1 53.2 
od 2% 5 Chemicals ..........ccccccsssssssssseee 194.7 153.5 179.2 185.4 4 Radio (1927 Cl.—100)........ 26.1 12.1 22.2 24.1 
4 Communication 0.00... 62.2 41.9 60.6 62.2G 7 Railroad Equipment ............ 57.4 32.1 53.7 57.4 
12 Construction o...eeccccscsscseee 38.0 23.3 34.2 36.8 Cs ee ee eee 18.6 9.8 17.3 17.9 
6 Comtaimers occ ccccscsscsccssseee 240.8 177.1 230.0 240.8D 2 Shipbuilding .........ccccccsesssee. 106.1 61.2 79.6 83.7 
1 @ ITH 8 Copper & Brass... cscs 82.5 61.8 65.8 67.1 | ne 197.8 313.5 3275 
rder to 2 Dairy Products ...... geitecccsdins 40.6 29.7 40.4 40.6 OS Steed Slew: on <sccceccsccicccececcesss 79.3 57.6 69.9 72.0 
Official] 6 Department Stores .............. 32.2 15.4 29.7 30.7 CEE En eee 47.2 32.2 46.6 44.8 
nes has] 5 Drugs & Toilet Articles... 93.2 50.9 88.4 93.26 | 2 Sulphur 196.2 159.8 166.5 167.7 
+ but 2 Finance Companies .......... o Sates 152.6 225.9 229.0 F TGROR sosicccccncdcccccn “SOP 33.7 52.5 53.0 
aul 7 Food Brands ooo... 131.9 85.5 125.5 131.4 3 Tires & Rubber... cs... 29.6 16.5 26.9 29.6P 
, 2 Feed Stores oo...ccccccccccsssssseseee 50.0 37.7 48.6 50.0D 4 Tebacco 67.7 52.2 63.3 62.9 
amg | 63.5 35.0 58.6 62.1 2 Variety Stores ......ccsssccssssees 233.8 1824 229.0 229.4 
w beens Gold hinting occccccceseseesesen 1010.4 = 610.3 «914.5 925.5 21 Unclassified (1942 Cl—100) 190.0 100.0 61.1 166.6 
New HIGHS since: D—1940; G—1937; J—1935; P—1930. 
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Prices caught up a little with costs during the past fort- 
night, with wholesale prices for industrial materials ad- 
vancing half a point, while farm staples rose a mere tenth 
of a point. Extensive rain and snow have so improved 
the wheat outlook that the trade now talks of a 1944-5 
crop year harvest of around 900 million bushels (winter 
and spring wheat), augmented by imports and a 300 mil- 
lion bushel carryover. Owing to curtailed acreage, a 
short crop, increased cane imports, and ''ceiled" prices, 
the domestic beet sugar industry looks for poor earnings 
this fiscal year. Household rations of sugar will not be 
reduced by the 6% cut below last year in this year's total 


Trend of Commodities 


civilian allowance. Full impact of the restriction will fall 
upon makers of candy and soft drinks whose quotas will 
be reduced 12!/,%, leaving them only 70% of amounts 
used in 1941. The pinch will be all the harder because 
the Government has also banned imports as of May | of 
non-quota syrup from Mexico and Cuba, which have been 
a big help. Chewing gum and candy bar makers are 
meeting new competition from concerns which formerly 
specialized in bulk and boxed sweets but are now switch. 
ing to bars which take less sugar per pound. WPB has 
opened mercury supplies to unrestricted use; but tin im. 
ports may not be resumed in normal volume for years. 
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Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Mar.4 Ago Ago Ago Ago Ago 194I 
28 Basic Commodities........ 180.5 180.1 179.6 178.1 178.0 176.6 156.9 
11 Import Commodities... 167.9 168.0 168.0 167.7 167.6 166.7 157.5 
17 Domestic Commodities 189.2 188.3 187.6 185.1 185.0 183.4 156.6 
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Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 
PA HEN sect sen ek 97.09 96.55 88.88 84.60 64.67 54.95 82.44 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 
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Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec.6 
Mar.4 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural 221.4 221.3 220.7 214.2 215.6 208.8 163.) 











QBROOMETINS  o.-ooceccneenc cc: 207.1 206.9 206.7 204.5 203.6 202.7 169. 
16 Raw Industrials ............ 162.7 162.1 161.5 160.4 160.7 159.2 1482 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 
1944 1943 1942 1941 1939 1938 1937 
ES icctnteter 249.7 249.8 239.0 219.0 172.3 152.9 228! 
LOW ee cecceecceeeeeeeeee 247.0 240.3 220.0 171.6 138.4 130.1 1444 
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investment Potentials in Oils 





(Continued from page 613) 


what’s ahead. That no marked re- 
action has occurred is testimony to 
the high regard in which oil equities 
are held; the majority is still fairly 
high-priced in relation to indicated 
earnings and dividends. 

Naturally, the situation facing the 
industry places particular emphasis 
on crude reserves in evaluating fu- 
ture prospects of individual com- 
panies. Especially for the longer term, 
strongly situated crude oil producing 
concerns and integrated companies 
producing the major part of their 
crude requirements are in a preferred 
position. In this connection, the cur- 
rent race of major oil companies to 
acquire both producing and non- 
producing acreage is significant. Ob- 
viously, the companies are endeavor- 
ing to strengthen their reserve posi- 
tion against the possibility of a far 
stricter proration policy in the future 
on the theory that the higher the 
production potential, the higher the 
production quotas they can expect. 
From the standpoint of existing crude 
reserves, such companies as Standard 
Oil of New Jersey, Humble Oil, Gulf 
Oil, Texas Co. and Standard Oil of 
California are leading the field, as 
evident from the accompanying table 
listing estimated crude reserves. Very 


substantial reserves are held by Ohio 


Oil, Shell Union Oil, Socony-Vacuum. 
Pure Oil and Phillips Petroleum. 
Reserves of Amerada and Skelly Oil, 
while smaller, are nevertheless quite 
substantial in relation to capitaliza- 
tion, thus affording special appeal 
on that score. 

While it is difficult to evolve a 
dear analysis of postwar prospects 
for purely domestic producers pend- 
ing formulation of a national oil 
policy, those with important foreign 
holdings can no doubt look forward 
to excellent business. The world- 
wide demand for petroleum products 
will doubtless be at record levels dur- 
ing the immediate postwar period 
but even beyond that, the secular 
uptrend of consumption is virtually 
certain to continue as the world in 
general will turn to oil on an unpre- 
cedented scale. Since much greater 
reliance will be placed on Near East- 
ern supplies, companies with hold- 
ings in this area, once they are 
further developed, should enjoy a 
differential advantage over others 
provided that it will not be nullified 
by Government policy. Such com- 
panies include Standard Oil of New 
Jersey, Standard Oil of California, 
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Texas Co., Gulf Oil Co. and Socony- 
Vacuum, all with major interests in 
Near Eastern oil properties. 

Plans for spurring South Ameri- 
can production are already well ad- 
vanced and bearing fruit, with Vene- 
zuela leading. Active there are 
Standard Oil of New Jersey, taking a 
dominant part, but Gulf Oil and 
Sinclair Oil also hold valuable prop- 
erties. In Colombia, Standard Oil 
of New Jersey, Socony-Vacuum and 
Texas Co. are important factors. 

The long-range domestic outlook 
picture is subject to a variety of de- 
terminants but there is assurance on 
one important point: Demand pros- 
pects will be excellent. Next in im- 
portance is Government policy, now 
all but obscure in view of recent de- 
velopments. Stricter proration and 
larger imports must probably be ex- 
pected but on the other hand the 
price trend is also upwards. Addi- 
tionally, a period of very active ex- 
ploration and drilling is ahead which 
may for a time lead to marked un- 
derstatement of earnings on the part 
of those companies charging develop- 
ment and drilling costs directly to 
current income. Some, in the future, 
may abandon this practice in favor 
of capitalizing such expenditures but 
in the past it was adhered to by 
Amerada, Barnsdall, Continental Oil, 
Seaboard Oil, Shell Union Oil and 
Sun Oil Co. If continued, their stat- 
ed earnings in a period of active de- 
velopment may not compare as fa- 
vorably as those of others. 

Companies depending on outside 
sources for a major part of their 
crude oil supplies are likely to be at 
a disadvantage, as with stricter pro- 
ration it may become more difhcult 
to secure adequate domestic crude 
supplies. Instead, greater reliance on 
imports is indicated but what this 
may mean in terms of earnings de- 
pends largely on future cost rela- 
tionships and tariffs. Companies 
which may have to cope with this 
problem include Atlantic Refining, 
Mid-Continent Petroleum and _ the 
Standard Oil Cos. of Indiana and 
Ohio. 

From a marketing standpoint, in- 
tegrated companies are likely to ben- 
efit most from the ending of the war. 
These include all the well-known 
nation-wide marketers of petroleum 
products; abandonment of gasoline 
rationing will restore their former 
marketing position. 

Apart from the aforementioned 
more obvious factors affecting indi- 
vidual companies, there are varying 
degrees of leverage not only in the 
capital structures but also in their 
operating margins. Any future in- 
crease in crude oil prices should 





NOTE—fFrom tme to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is number twenty-one of a series. 


SCHENLEY DIsTILLers Corp.. N. Y. 


Recovery 


Years ago, when quite a lad, I made 
a visit with my Dad to the great 
stockyards in Chicago. | shall never 
forget that visit for a number of 
reasons. (You guess one.) Really it is 
one of the sights of America. 


We spent one of the most interest- 
ing hours with a gentleman who 
guided us through great pig-pens and 
slaughter houses. I remember him 
saying at the conclusion of his set 
speech or lecture, “We don’t waste a 
thing here in this pig department. We 
use everything except the squeal.” 


I thought of that experience the 
other day when a friend asked me to 
tell him something about the “recov- 
eries” from the grain used in the dis- 
tillation of whiskey in normal times, 
and war alcohol in these critical days. 
He was quite surprised when I told 
him, and that made me think that, 
perhaps, you, too, might be interested 
in some of the facts on this subject. 


Following the processes of fermen- 
tation and distillation of grain, it is 
estimated that about 35% of the spent 
grain, used by beverage distillers, is 
recoverable. In the distillation process 
only the starch, which was converted 
into fermentable sugar by the ad- 
dition of malt, has been taken away 
from the grain. The valuable fats and 
proteins not only remain in concen- 
trated form but, in addition, valuable 
vitamins have been added during the 
fermentation process. These are in the 
form of a residue which is known as 
“stillage’; this stillage is concen- 
trated and dried, and then is con- 
verted into a valuable poultry and 
dairy-cattle ration, with a high pro- 
tein content. 


So you see the Alcoholic Beverage 
Industry is not only devoting all of 
its distilling facilities to the manufac- 
ture of wartime alcohol to help win 
the war, but it is simultaneously pro- 
ducing food to help win the peace. 


Modern science has not shied away 
from the distilling business. Experi- 
ments and research are constantly 
carried on by men in white, in our 
modern distilleries, and several other 
very important products, as a result 
of recovery and conversion, will re- 
veal themselves from time to time. 
They will play important parts in the 
everyday lives of our people. 


I will tell you more about some of 
these things in another article. 


MARK MERIT 


of ScHENLEY Distitters Corp: 
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WARTIME 
INVESTMENT 
STRATEGY 


Would you like to check your invest- 
ment strategy with that of Babson’s? 
If so, clip this advertisement, send 
it to us with a list of 7 securities you 
own. We'll tell you whether our 
strategy is to Hold or Switch. No cost 
or obligation. Write Dept. M-13. 


BABSON’S REPORTS, INC. 
Babson Park 57, Mass. 


Capital Gains and Losses Record with the 


"AUTOMATIC" 
Long-&-Short Term Indicator 


12 IMPORTANT FEATURES 
Cloth Bound (5’xt1%”) Pin a 











BUYS THE NEW 


HANDY RECORD BOOK 
For Investors and Traders 


Put Yourself on a 
"Know-As-You-Go Basis" 


Dollar Bill to this Ad and Mail 


HANDY RECORD BOOK CO. 
656 BROADWAY, NEW YORK 12, N. Y. 
Or at Leading Stationers 











markedly activate this factor. Com- 
panies which on this account may 
anticipate the largest percentage in- 
creases in common share earnings in- 
clude Amerada, Seaboard Oil, Shell 
Union Oil, Superior Oil and Barns- 
dall Oil. Amerada especially is in a 
favored position in this respect. 

From a financial standpoint, the 
industry as a whole has further im- 
proved its position in recent years as 
reflected by a generally rising trend in 
book values and net quick assets. 
Finances for the most part are quite 
liquid despite considerable outlays 
for expansion by many companies 
but in several such cases, funded debt 
rose as can be seen from data listed 
in our table. Most remarkable per- 
haps is the financial improvement of 
Ohio Oil Co. which since 1939 not 
only retired preferred stock in the 
amount of $35 million but substan- 
tially reduced its long-term debt and 
is planning its early total elimina- 
tion. 

The urge for greatly stepped up 
development activity after the war 
together with eventual entrenchment 
in the synthetic rubber industry 
(now Government-owned) and the 
desirability of acquiring war-time 
facilities for the production of vari- 
ous new chemicals and compounds 
points to the probability of future 
capital needs despite currently ample 
resources. 

A case in point is Phillips Pe- 
troleum which only recently sold 
$40 million debentures; of the pro- 
ceeds, some $25 million represent 
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new money while the remainder will 
be used for retirement of $14.6 mil- 
lion long-term notes. Most of the 
new capital will be used for explora- 
tion and development work, and ad- 
ditional refining and processing fa- 
cilities. Phillips has developed a new 
type of carbon black for use with 
synthetic rubber which, it is claimed, 
may produce tires that will last the 
life of an automobile. 

All in all, the postwar outlook for 
the oil industry, while fundamental- 
ly excellent, is also complicated for 
reasons already described. However, 
oil will always remain a coveted 
commodity, hence the larger aspects 
hinge on Government policy rather 
than on supply and demand factors. 
Once the former is clarified—provid- 
ed it is not unduly restrictive—the 
undeniable growth characteristics 
inherent in oil equities should again 
find widespread favor. For the mo- 
ment, they are overshadowed by a 
far larger issue which at worst may 
whittle down, perhaps temporarily 
only, earnings prospects of certain 
companies but can in no wise affect 
intrinsic values existing today. 





Aircraft Manufacturers 
In War and Peace 





(Continued from page 616) 


considered as too secure as to its $2 
dividend rate, for far into the pe- 
riod after the war ends. 

Boeing Airplane Company had a 
very’ poor earnings record before 
1940, but showed a very good income 
in the past three years. It has been 
giving over nearly all of its activities 
to making the Flying Fortress. Modi- 
fications of this may be adaptable to 
air transport planes after the war. 

Lockheed Aircraft Corporation 
started to show good earnings in 
1939, and for four years has averaged 
close to $6 a share a year. It is inter- 
ested in air transportation on its own 
activities and this may result in fair 
earnings in the postwar era. 

Beech Aircraft Corporation earned 
$10.09 a share for the year to Sep- 
tember 30, 1943, and during a con- 
siderable part of the time since that 
date, the stock has been below 10, or 
not only below the per share earn- 
ings, but also at a lower total price 
than the cash on hand as of Septem- 
ber goth. This is not hard to under- 
stand, however, as the company does 
not seem to have much prospect for 
large portions of whatever postwar 
business for airplanes there may be. 
Its main activity has been in nmiaking 


trainer planes during the war, and 


THE 


the Government has curtailed its de. 
mand for this type and has cancelled 
some contracts in recent weeks, 
Beech had poor earnings before 1941, 

Bell Aircraft is another of the 
smaller companies which had a great 
increase in its earnings during the 
war period, reaching $11.73 a share 
in 1942 and with the 1943 report ex. 
pected to show still larger income. 
The company operates in_ leased 
plants or in ones owned by the Gov. 
ernment. As long as the war lasts, 
there is likely to be a very large de. 
mand for the Altracobra fighter 
planes and other products of the 
company, but the postwar field of 
operations of the company is not 
clear. 

Grumman Aircraft Engineering 
established a definite place in the 
Navy fighter plane production be. 
fore the war and started to show 
good earnings in 1938, with very 
good earnings in the past two yeafs. 
With the large losses entailed in 
operations from airplane carriers and 
the very large numbers of such spe- 
cialized ships now in use or build- 
ing, Grumman can expect even bet- 
ter business in 1944, or at least until 
the war ends. There are reported to 
be 100 or more airplane carriers in 
operation or building, but many of 
them are converted passenger steam. 
ers or warships. 

North American Aviation has not 
had large earnings, even during the 
war period. The company was origi- 
nally an investment trust for avia- 
tion securities, and among _ those 
which it formerly owned and dis. 
tributed to its shareholders was stock 
of the Sperry Corporation. It has 
been engaged in making military air- 
planes in recent years, but its post- 
war outlook does not appear to hold 
much promise for profits. 

Fairchild Aviation has had a good 
earnings record for the past five 
years. It is principally engaged in 
making aerial cameras, and in sur 
veying, and the postwar possibilities 
seem fairly good for part of its busi 
ness. 

There are many others in_ this 
field, a few of which may have fait 
possibilities in peace times, man) 
others having little promise. Among 
those which seem to offer small pos 
sibility for profitable operations after 
the war might be mentioned. Brew 
ster Aeronautical, Bellanca Aircraft, 
Republic Aviation, Solar Aircraft, 
and Fairchild Engine. These stocks 
are in the lowest price ranges, how: 
ever, and may have discounted their 
earnings prospects, but might in 
some cases have market possibilities 
because of mergers or bv entry into 
some other line of business. 
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Wartime Report of the 
Pennsylvania Railroad 


SUMMARY OF 97th ANNUAL REPORT which was mailed to 
stockholders at the end of February. Operating revenues increased 
$141,298,532 over 1942. Operating expenses increased $109,369,984. 
Taxes increased $55,826,689, or 44.8% over the previous year. Net 
income was $85,418,484, a decreasé of $16,050,309. 


THE YEAR 1943 


The war continued to dominate the ever 
increasing transportation effort. While perform- 
ance was highly satisfactory from the standpoint 
of meeting every demand of the war emergency, 
it could not of necessity be wholly adequate 
from the standpoint of the character.of the ser- 
vice performed, particularly the passenger ser- 
vice. Nevertheless, considering the abnormal 
conditions that prevailed throughout the year, 
the results as a whole can be viewed as a 
creditable achievement. 


THE NATIONAL EMERGENCY 


The ability of the railroads to handle this 
record volume of traffic was due to further im- 
provements in facilities and operating methods; 
to splendid cooperation between the railroads, 
the shippers and employes, the Army and 
Navy, and other agencies of Governfnent, and 
to the continued helpful attitude of the Office 
ot Defense Transportation, 


TAXES 

Sound public policy not only justifies but 
should require the accumulation by the railroads 
of large post-war reserves to meet post-war 
changes in transportation practices and methods, 
but the tax policy of the Government is heading 


them along the same unfortunate path as at the 
close of the last war, when the railroads had to 
borrow large sums’ of money and ge into debt 
to revamp their properties. 

Today, while the railroads are doing the 
largest business in their history, it would be 
advantageous not only to them, but also to the 
public at large and to railroad employes as a 
whole, if the tax laws were amended so as to 
permit the creation now of the reserves needed 
for post-war rehabilitation, with resulting greater 
employment in the post-war period. 


THE EMPLOYES 


The Board takes pleasure in acknowledging 

the continued efficiency and loyalty of the 
employes, which made possible the handling of 
a volume of traffic exceeding that of any year in 
the history of the Company. 
- 44,448 employes of the System have entered 
the Armed Forces, serving in every part of the 
world, of whom 123 have made the supreme 
sacrifice. 

Many thousands of new employes have had 
to be trained to take their places, including 
21,730 women who are now in the railroad service. 

Never were the demands upon the employes 
so great; never have they met the burden more 
efficiently and more courageously. 


M. W. CLEMENT, President 


OPERATING RESULTS 


Operating Revenues . ...... 
Operating Expenses 

Netmevenue. 20. 6k he % Se 
Taxes 
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Net Railway Operating Income . 


Non-Operating Income, chiefly diisoadie inl 


interest on securities owned 
Gross Income 


Fixed Charges, chiefly sentele wil to ated roads, 


and interest on the Company’s debt. 
Net Income 


Appropriations to Steking por Oe —s etc. 
Retirement of matured Debt—Penna. R. R. Co. 
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Taken as a whole—taxes—the Company's 
chief burden, amounted to 18.4 cents out of 
each dollar of operating revenue, the equiva- 
lent of 27.4% upon the Capital Stock, or $13.72 
per share, an increase of $4.24 per share over 
1942. 





@ WAGES AND TAXES 



































Recent wage increases, together with vaca- 
tions with pay, based on present force, are 
estimated to increase the expenses of the Com- 
pany by approximately $45,000,000 annually. 





REDUCTION IN SYSTEM DEBT 2] 
IN HANDS OF PUBLIC 














(Does not include $28,425,431 of matured debt 


of leased lines retired) 
Dividend of 5% ($2.50 per share) . 
Transferred to credit of Profit and Loss . 





1943 Comparison with 1942 
$979,773,155 I $141,298,532 
663,510,711 I 109,369,984 
316,262,444 I 31,928,548 
180,405,491 I 55,826,689 
~ 135,856,953 D 23,898,141 
8,310,542 D 6,166,208 
127,546,411 D 17,731,933 
42,503,518 I 1,406,637 

~ 170,049,929 D 16,325,296 
84,631,445 D 274,987 
85,418,484 D (16,050,309 
1,924,119 D 794,112 
17,311,000 D 13,069,000 

__ 32,919,385 
. «33,263,980 D  2:187,197 


THE PENNSYLVANIA RAILROAD 


Serving the Nation 


BUY UNITED STATES WAR BONDS AND STAMPS 


MARCH 18, 1944 






















FIVE YEAR REDUCTION (1939-1943) $124,000,000 







$33,114,000 


$17,139,000 om 














During the last five years, there has been a 
net reduction of $124,000,000 in the debt of 
the System in the hands of the public. 


635 











COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Common Steck 
No. 40. 10¢ per share 
payable on April 3, 1944, to holders of 
record at close of business March 11, 1944. 
Cumulative 6% Preferred Stock, Series A 
No. 70, quarterly, $1.50 per share 
Cumulative Preferred Steck, 5% Series 
No. 60, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 49, quarterly, $1.25 per share 
payable on May 15, 1944, to holders of 
record at close of business April 20. 1944. 

Dace PARKER 
Secretary 








March 2, 1944 











Allied Chemical & Dye Corporation 
61 Broadway, New York 

February 29, 1944 

Allied Chemical & Dye Corporation 

has declared quarterly dividend No. 92 


of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 


Company, payable March 20, 1944, to 
common stockholders of record at the 
close of business March 10, 1944. 

W. C. KING, Secretary 





FEDERAL MOTOR TRUCK COMPANY 


The directors of Federal Motor Truck Company have 


ae a dividend  , 10c per share, payable April 
1944, to of record at the close of 
Mca March 20, iat. 


Cc. A. BOGERS, Treasurer 





UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held March 9, 
1944, declared a dividend for the first quarter of the 
year 1944 of 50c a share on the common stock of 
a gee Elliott Fisher Company, payable March 31, 
1944, stockholders of record at the close of business 
March 0. 1944. Transfer books will not be closed. 

C. 8. DUNCAN, Treasurer 





UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A dividend of 75 cents per share has been declared 
on the Common Stock of said Company, payable April 
1, 1944 to stockholders of record at three P.M. on 


March 16, 1944, 
C. H. McHenry, Secretary 











INVESTORS 


will find our booklet “Odd Lot Trad- 
ing” of unusual interest and value. 

It shows the many advantages Odd 
Lot Trading offers to both the small 
and large investor. 


Write Dept. M. 


| John Muir&@ | 


Established 1898 


Members New York Stock Exchange 
Associate Members New York Curb 


39 BROADWAY e NEW YORK (6) 
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The above all-important rule which will carry 
the averages down to 121 level Fes pote, 
should be in — investor’s hands. 5 cents 
to cost and get 40-pa ; or “COLLAPSE OR 
BOOM AT THE END WAR.” School of 
Wal! Street, Harrisburg, (es ee 
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Dynamic Sales Potentials 





(Continued from page 598) 


demand. Penney is in a preferred 
position with over 1600 stores in vir- 
tually all states, most of them in 
rural centers with less than 50,000 
population. The concern’s efficient 
merchandising policy should prove a 
distinct asset; so should Allied Stores 
Corp.’s policy towards progressive de- 
centralization of outlets. Specialty 
and Variety chains, and even grocery 
chains represented in rural areas are 
additional prospective beneficiaries. 
Outstanding candidates are Wool- 
worth, S. H. Kress, S. S. Kresge, W. 
T. Grant; many of their stores are 
located in rural centers. Also McLel- 
lan Stores, a company with numerous 
outlets in cotton, wheat and tobacco 
growing states. 

In the durable goods field, notably 
automobiles and appliances, indica- 
tions point toa probably sharp in- 
crease in the number of durable 
goods stores and agencies, indepen- 
dents as well as outlets sponsored by 
manufacturers. Especially heavy are 
sales prospects for refrigerators, elec- 
trically operated radios, stoves, sew- 
ing machines, household appliances 
of. all kinds, automotive accessories 
and hardware. Strong competition 
must be expected between such out- 
lets and mail order houses, and to 
some extent department stores with 
entrenched positions in the durable 
goods field. Instalment credit will 
again play its role in the intensive 
competitive battle that will develop 
in durable goods, with new concerns 
and new products entering the field. 
Trade marks and name brands will 
regain their former importance and 
makers of well established products 
are likely to have an edge over new- 
comers. 

This entire picture, however, 
would be incomplete without giving 
at least a fleeting thought to the ex- 
pansion trend of rural cooperatives 
which must be expected to re-assert 
itself with increased vigor. Strongest 
competition will no doubt be with 
mail order houses and chain stores 
but also durable goods stores of all 
kinds. The co-op movement especial- 
ly in the Middle West was gaining 
ground before the war but its growth, 
at least temporarily, was stunted by 
war restrictions and the attendant 
merchandise shortage. A strong re- 
vival is to be reckoned with and the 
favor it enjoys in rural areas points 
to progressive expansion. Whether, 
in the foreseeable future, its growth 
will become a definite threat to estab- 
lished retail outlets is difficult to pre- 
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dict but the trend is worth watching 
In the more immediate future, 
probably will not be of great conse. 
quence as far as sales prospects oj 
well established manufacturers ar 
concerned. : 

The economic significance of high 
agricultural buying power transcend 
the obvious implication of profitable 
postwar sales prospects in rural area; 
Equally if not more important per. 
haps is the fact that this buying pow. 
er will provide a ready market tha 
will go far towards cushioning the 
transitional period from war to peac 
and thus will sustain our econom 
at a time when such support will be 
urgently needed for economic stabil. 
ity. When reconversion gets under 
way, industrial employment is bound 
to slacken and, temporarily at leasi, 
unemployment may be marked i 
many sections of the country. Even 
today, employment conditions are 
becoming increasingly spotty as war 
contract cancellations and termina: 
tions are mounting. Once this trend 
deepens, the inevitable effect will be 
a far more cautious spending polic 
of the general public and the longei 
this lasts, the greater the danger o! 
economic unsettlement. 

On the other hand, it can satfci 
be * postulated that agricultural 
come will continue high for seve) 
years. Even if domestic demand 
foodstuffs should become less 
sistent as the war draws to a ch 
and military requirements lessen, 1 
early abatement is in sight of foreigi 
demand for the products of our soi! 
Rather, with the end of the war. re- 
lief needs will: become greatest and 
should remain high for at least two 
years. This should support not onl 
high output but prices as well, al: 
ready adequately bolstered by Gov 
ernment action. 

A study of income trends shows 
that farmers have been singularh 
successful in obtaining an enlarged 
share of the war-time increment in 
total national income. For this 
they were at times severely taken to 
task by other income groups, notabl 
organized labor, though labor itsell 
did not do badly at all. The dis 
parity, if actually there is any, ma\ 
yet prove a blessing in disguise be 
cause agricultural purchasing powel 
bids fair to become a valuable cco 
nomic balance wheel at a time wher 
most needed. Labor would primaril\ 
benefit from it. 
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Realism...now and after the war 


BUSINESS REPORT FOR 1943 


In accordance with the Annual Statement as of December 31, 1943, 
filed with the New York State Insurance Department. 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


Policy Reserves Required by Law . . $5,537,595,431.67 
This amount, together with future premiums and 
interest, is required to assure payment of all 
future policy benefits. 


Policyholders’Funds ......... 
Policy proceeds and dividends left with the com- 
pany at interest to be paid out in future years. 


Reserved for Dividends to Policyholders. . . 
Set aside for payment in 1944 to those policy- 
holders eligible to receive them. 


Other Policy Obligations . eae Mer rad < or) a 

Claims in process of settlement, estimated 

claims not yet reported, premiums paid in 
advance, etc. 


Taxes DueorAccrued ..... -+- + «+ « 
Includes estimated amount of taxes payable in 
1944 on the business of 1943. 


Reserve for Investments Relves ter eo ce a 

To provide against possible loss or fluctuation in 
their value. 

Miscellaneous Liabilities . . . .. +... 


TOTAL OBLIGATIONS . ... .- 


ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


National Government Securities . ke $2,353,375,600.15 
U. S. Government . $2,181,141,867.14 
Canadian Government. 172,233,733.01 


OtherBonds .... . 
U. S. State and Municipal 
Canadian Provincial and 

Municipal. . .. . 89,749,717.58 
Railroad . . « « « 547,354,089.75 
Public Utilities . . . . 829,416,829.35 
Industrial and Miscel- 

lameous. .« »« «© « e 514,181,484.06 


Ce aC GaE eC ne ee 
All but $680,138.00 are Preferred or Guaranteed. 


First Mortgage Loans on RealEstate . . . . 
a a a 87,981,134.22 
Other Property . . . 836,494,944.35 


LoansonPolicies . . .- - + + + +s 
Made to policyholders on the security of their 
policies. 


RealEstateOwned . . . - + + + + «+ = 

Includes $59,821,102.96 real estate under con- 

tract of sale and $143,580,643.66 Housing 
Projects and real estate for Company use. 


255,604,009.54 
105,674,814.00 


52,027,949.91 


20,523,324.00 
62,347,000.00 


23,495,304.45 
$6,057,267,833.57 


2,028,916,055.62 


48,213,934.88 


87,370,538.01 


924,476,078.57 


408,746,108.58 


366,977,963.12 


135,456,989.06 
158,504,218.48 


Mr) ~ 5 5 ak ele Hee ten ie et es ee es 

OtherAssets . . - - - - + + + ss 

Premiums due and deferred, interest and rents 
due and accrued, etc. 


TOTAL ASSETS TO MEET OBLIGATIONS 9 $6,463,803,551.59 


Assets exceed Obligations by $406,535,718.02. This Safety fund is 
divided into 

Special Surplus Funds . . . » « © © «© » » « $ 14,525,000.00 
Unassigned Funds (Surplus) . . - +» + « « + 392,010,718.02 
These funds, representing about 7% of the obligations, serve as a 
cushion against possible unfavorable experience due to war or other con- 
ditions. 

NOTE: —Assets carried at $304,333,580.62 in the above statement are 
deposited with various public officials under requirements of law or 
regulatory authority. Canadian business embraced in this statement is 
reported on basis of par of exchange. 


HIGHLIGHTS OF 1943 OPERATIONS 


Life Insurance in Force, End of 1943 . . . . . $29,180,396,994.00 
Paid-for Life Insurance Issued During 1943. . 2,305,262,410.00 
Amount Paid to Policyholders During 1943 .. 554,873,243.55 
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E HEAR a great deal these days about postwar 
les oe Some of it seems sound and practical, 
and some of it is “crystal gazing.” 

While literally hundreds of public and private 
agencies are thinking of postwar planning, there are a 
few things that realistic individuals are sure of. 

They know that first and foremost the war has to be 
won and nothing should interfere with all-out efforts 
toward this end. 


They know that economic tides ebb and flow; that 
the future, like the past, will experience good times 
and bad; that when bad times come, many people will 
face economic hardships. 

They know that they, like everyone else, are grow- 
ing older; that the life of any individual is uncertain; 
and that in accordance with the immutable laws of 
nature, heads of families will continue to pass on. 

Knowing these things, some 30 million people in- 
sured by Metropolitan are providing definite measures 
of protection against these uncertainties of life through 
some 29 billion dollars of life insurance. 


In addition to providing an anchor to windward for 
the individuals involved and for their families, the 
thrift of these policyholders is bound to be of a stabi- 
lizing character during the postwar period. 


This is Postwar Realism of the highest order. 


Metropolitan Life 
Insurance Company 


(A MUTUAL COMPANY) 


Frederick H. Ecker, 
CHAIRMAN OF THE BOARD 


Leroy A. Lincoln, 
PRESIDENT 





1 MapIson AvENUE, NEW YorK 10, N. Y. 


re ee ren ee eee 


METROPOLITAN LIFE INSURANCE CO. 
I Madison Avenue, New York 10, N. Y. 
Gentlemen: 


Please send me a copy of your annual report 
to policyholders: “Serving in the War—Build- 
ing for the Peace.” 


Name 





Street and Number 





City ___ State 
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Beneficial 


industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 


(for quarterly period ending March 31, 1944) 


COMMON STOCK 
30c per share 
Both dividends are payable March 
31, 1944 to stockholders of record 
at close of business March 15,1944. 
E. A. BAILEY 


Treasurer 


March 1, 1944 

















Another Look at 
the Metals 





(Continued from page 624) 


value. Another is that a 15% non- 
residence tax is deducted from the 
dividends by the Canadian govern- 
ment. 

Molybdenum is also used in the 
steel trades, and a lessened demand 
for it as an alloy in steel can be ex- 
pected after the war, which may have 
its effect on the earning power of 
Climax Molybdenum. 

It is hard to speak of a decline in 
earnings for New Jersey Zinc. It 
has been one of the big earners for a 
long period of years and even in 
1932, when deficits were the rule in 
nearly all businesses, and particular- 
ly in mining, New Jersey Zinc had a 
profit of $1.02 a share and paid a 
dividend of $2.00 a share. It has paid 
that sum or more for a very long 
period. Among trades which use its 
zinc oxides and other zinc products 
are the motor car, ink, paint, rubber, 
batteries, building, bottle covering 
and many more, so it may be expect- 
ed that New Jersey Zinc will meet 
postwar conditions better than many 
other mining companies. 

Aluminum—what to say? It really 
is a question, for the output of alu- 
minum has been enormously ex- 
panded in the war years, and many 
companies have gone into it. There 
is talk of its future competition with 
copper (and magnesium is at the 
same time spoken of as a future com- 
petitor with aluminum). Vast num- 
bers of new uses may be found for 
aluminum, including its competition 
with steel excepting where heavy 
strains and stresses must be met. Its 
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place in the motor car trade, for 
cooking utensils and many former 
uses, seems assured. Yet, in order to 
fill many of the places where it could 
be used, it will be necessary for its 
price to be reduced to near the level 
of the steel or copper article with 
which it would compete. On weigh- 
ing all of the factors involved, it ap- 
pears that probably aluminum will 
at least have a considerably bigger 
place after the war than pre-war but 
nowhere near the present volume. 
Outlook seems better than for the 
other metals discussed. All of this is 
of great importance to “the invest- 
ment and market position of Alumi- 
num, Ltd., which has the Canadian 
and foreign markets and Aluminum 
Co. of America, which is the largest 
factor in this business in the United 
States. Both have had a long record 
of large earnings and of good divi- 
dends, and both should continue to 
be the largest miners of bauxite and 
makers of aluminum in their respec- 
tive fields. However, postwar earn- 
ings prospects can not be said to be 
assured and market action of these 
stocks for some time has not been too 
good. 

The less favorable side of the 
metal situation has been presented. 
In contrast to it is the situation of 
the gold stocks. It is presumed that 
the world will be on some form of 
a gold monetary standard after the 
war is over, and that this may later 
develop into a full gold standard for 
international settlements. This is 
not an economic discussion, so - it 
will just be assumed that this is true. 
Then the conclusion is obvious that 
a vast amount of gold will be need- 
ed within a few years after the war, 
in addition to the twenty-three bil- 
lions buried at Fort Knox. This 
means, for all of the gold mines in 
the world, a ready market for all 
that they can produce. If inflation 
develops, gold will be relatively more 
valuable, as the trend progresses, up 
to the point where wages and mate- 
rials rise to a higher relative level 
than the increased money value of 
the gold produced by the mines. 
There are possibilities that at some 
time after the war gold prices will be 
raised again. The picture seems to 
be. good for the gold mining com- 
panies for as far ahead as can be 
foreseen, and until some economic 
change upsets the prospect. -But keep 
in mind that a special tax on gold 
mine profits might accompany the 
next revaluation, if it comes. 

Among the more prosperous gold 
mines for many years has been Dome 
Mines, Ltd., operating in the Por- 
cupine district of Ontario, Canada. 
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It has followed a policy of acquir- 
ing new properties to offset the de- 
pletion of its older mines and its ore 
reserves today may be near the high- 
est point in its history. In 1943, it 
developed some molybdenite proper- 
ties, and this has partly offset the 
lower revenue due to restrictions on 
mining placed by the Dominion 
Government and also to-rising labor 
costs. 

McIntyre Porcupine is another 
with a good earnings record for many 
years, and which had only a moder- 
ate decline in. the 1942-3 period. 
Large dividends have been paid for 
years. This company, like Dome, has 
large investments in the stocks of 
other gold mining companies and 
gets a good return from them. 

Lake Shores Mines is also a Cana- 
dian company, operating in the Kirk- 
land Lake district of Ontario. It has 
had a declining trend in its earnings 
for several years, with the 1941-3 in- 
come averaging about $1.35 a share; 
in the preceding three years it was 
about $3.25 a share, still larger in- 
come having been reported before 
that. This indicated the exhaustion 
of higher grade ores. Reserves of the 
company are not considered very 
large, but’ no figures are available. 

Homestake Mining presents one 
of the most interesting situations in 
the market, for the stock has risen 
substantially from the low of last 
year, yet only 17 cents a share was 
reported earned in 1943, and the 
mines have been idle for nearly a 
year. The reason is to be found in 
the discounting of the resumption 
of mining, when the Government 
allows this. In the latter part of 
1942, Washington issued an edict 
against gold mining operations in 
the United States, giving as the main 
reason the desire to get miners from 
the gold properties for work in cop- 
per mines and to produce other 
metals essential to the war effort. In 
a few domestic gold mines, especial- 
ly those which operate by dredging, 
partial operations were allowed, but 
many others had to suspend. Before 
the war, Homestake had an earning 
power of well over $3.00 a share an- 
nual average and had paid $4.50 a 
share yearly dividends starting in 
1936 and continuing that rate until 
the last months of 1942, when the 
dividend was discontinued and noth- 
ing was paid in 1943 or so far this 
year. It is believed that the ore re- 
serves jnsure a minimum of another 
fifteen to twenty years’ life, without 
new discoveries or further explora- 
tion and development of the mines 
in South Dakota. Hontestake also 
has interests in coal, timber and 
other properties. 
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abor Condensed Consolidated Bal Sheet Summary of 1943 Operations 
Decsmber 31, 1948 ELANESE CORPORATION OF AMERICA 
. ASSETS continued to expand its operations 
ther Current Asset i a 
pphigdiarg--ey during 1943. The sales volume reached a 
1anv Cash with Banks and on Hand. $19,843,145.80 - i=4 . 7 
a U. S. Government Obligations (quoted market value new high of $94,584,909.59. Consolidated net income 
SOL EEE AR SE * — §,905,281.26 : ae . ‘ 
»der- ‘Wale kecmaie Reid ieee an oe . for 1943, after provision for Federal inceme and excess 
rj ) 1 Other Accounts and Advances and Interest Receivable. 399,494.94 profits taxes, amounted to $6,275,592.64, equal to $2.83 
od, Inventories (Raw Materials, Work in Process, Finished yer common share 
| for Goods and Supplies)—at cost or less, not in excess of F * 
yi = SAR a a i eta Federal, state and local taxes on 1943 income 
has otal Current Assets. . esse “a 9 
) Post War Refund of Federal Excess Profits Tax... .. amounted to $11,945,962 or $8.67 per. common share. 
of Notes and Gee Receivable—Deferred, less reserve. . 411,415.74 
MEINE I ao ao sop cia cs incase scecenvye es 1,034,670.13 
and Land, Buildings, Meachiiec’ and Equip- THE OUTLOOK FOR SYNTHETICS 
ee eet pe ere $82,602,104.75 
Less Reserves for Depresiation OP ees: sein 2 THE YEAR Just Past, Celanese Corporation of Amer- 
‘ana- Prepaid pematandDelerclChages: ; ica, so long a pioneer in the fields of synthetic textiles, 
T= a ae ae Ex- aii plastics, chemicals, has made many important contribu- 
gc , les D 01 as ere 2,453,738. * ° . ° 
“ Rescarcl and Experietental Eapeuses, ; tions to the nation’s war effort. It is a happy circum- 
- has reecesemaunt omprtinad oe ‘ving, '1780990-32 stance that the versatility of synthetics is such that the 
ms, . . . . 
ings pga see ne __ 533,365.95 4,238,095.26 Company has no reconversion problem to complicate its 
fe, Patents and Trade-marks planning for the transition to peacetime production— 
3 In- Bi 5 when victory is won. For many Celanese* products now 
lare; Cineveut Lindatintess So serving on the war fronts, are basically the same as those 
was Trade and Other Accounts Payable... -...40-.5+-00 $ 1,984,951.50 which will be required by manufacturers of civilian goods 
« aeRO RIND 65 6550 = oa ccc nccvdesgcarene 2,667,909.98 » . oti cae 
apne Reserve for Federal Taxes on Income (ex@luding to add to the beauty and comfort of peacetime liv ing. 
E. dike $2,694,000.00 shown as a non-current panes _ 1e = ‘ ‘ 
fore $11,468,220.24, less an equivalent amount of U. For example, Lumarith*, the modern plastic, which is 
; NOMI RMN NIAINO. ni gah occas pacarcesiavears _ > hei S ‘tensivelv i 3 =. st a3 
ae Dividends. Payable pamaaes 1, 1944 $94,882.25 eee being used cate mays ly aa planes, c= masks, first aid 
tion Total Current Liabilities nica,» See kits and field ration containers, will in peacetime find 
f the Reserve for Federal Taxes on Income—withheld from wide application in a great diversity of fields such as 
¢ « » or on . . . . . e 
or Beztion 722 of the Hinternal Hevenue Codes 2.694,000.00 | aviation, automotive, electrical equipment and applica- 
very 314% Debentures, Care iy I. : (of the amount out- tions, packaging, building and many items of house 
9 h age 
ble. cetired by January 1, 1963 fe pecnenscye furnishings, cold frames, hot beds and poultry houses, 
one 6ix month intervals, bere at the eis ~ —- hand tools and builders’ hardware, transportation and 
need not commence unti anuary 9 because 0' . 2 . 2 . 
in anticipation of sinking fund requirements) Roeeees ‘ mae 34,289,000.00 communication equipment and many others. 
1S TUNER a oo bas crete ivecudneckencVeritecscccadces 3,235,162.67 os: ae 9 
risen Capital Stock: Similarly, Fortisan*, by far the world’s strongest yarn, 
‘ Kuthorized: s now in service to make jungle snipers’ suits, flare para- 
1 st Prior Preferred—250,000 shares, par value $100.00 . WwW: . 
as per share. chutes and shroud lines, will, in the future, be important 
was 1 i ongualli 48,179 shares, par value in uses where fabric of great strength and lightness is de- 
er share. . 
the Corman “1160000 ehazes -sitliout par value. sired. Among these are men’s and women’s apparel, up- 
1 a Fe ee a Sa holstery, beltings and lacings, and other industrial uses. 
ly : 
1 . sted OLA chare Bane $16,481,800.00 In the field of chemicals, Lindol*, a Celanese plasticiz- 
aq in ferred—37,710 shares.......... 3,771,000.00 ing chemical, is now a primary ingredient of flame- 
. Dy, », —_ 7! 
tion eee eee ae 14,817,900.00 resistant insulating coatings for battleship cables, water- 
nent Common—1,376,551 shares....... 1,376,551.00  36,447,251.00 proofing for tents and military equipment. But this 
f Surplus: : ieisaics versatile chemical will fill important peacetime jobs as a 
INNS oc aicina'g Sasa ae enn whine’ 992,451.13 
t 0 Earned (since December 31, 193i) .. _16:109150392__25,101,955.05 component of plastics, waterproofing and insulating 
edict $107,015,112.45 compounds, lubricant additives for motor oils, in var- 
s in Panne ene ag ane nishes and lacquers, as well as a wide range of new uses. 
nain and Earned Surplus for Year 1943 This is but a cross-section of Celanese contributions to 
From Net Sales . . Oo els ei ema $94,584,909.59 synthetic textiles, plastics, chemicals. Many other prod- 
0.85 
Se. -.-- * 2004664 o ucts, some of which have had no civilian life as yet, will 
cop- Selling, General and Administrative Expenses be available for a broad range of uses which will include, 
ther ‘ om besides those already listed, men’s and women’s wear, 
t. In waa: hosiery, floor coverings, draperies, footwear. 
cial- Income Deductions (including interest $1,200,115.00). .. Celanese research and planning are continuous. Cela- 
cue Net Income before Federal Taxes on Income nese Butadiene for synthetic rubber, and Lumarith V.N. 
Federal taxes on income (including $8,020,000.00 Excess i 
7ing, Derete Ton, hove Post Was Hefeed $002,000.00)" 10,235. 000.00 plastics are two recent developments. Celanese research 
but Nig Incnuie fie Veer’.................... be 6.275,592.64 has discovered new and economical processes for produc- 
fore Earned Surplus at beginning of year...............6- 15,166,542.28 ing numerous chemicals from petroleum base materials. . 
TC ; 21,442,134.92 At new plant under construction in Texas close to the 
ning ag 7 Disideada: raw material supply, for the production of many vital 
> an- $9 Comelative Serer Pre Free $2,753,102.00 chemicals including dyestuffs, formaldehyde and tri- 
roa ferred—$7.00 per share....... 1,153,726.00 cresyl phosphate, is expected to be completed this year. 
: in 5% Bee hey agg Pre- 188,550.00 Sales of chemicals will be h dled by Cel Chemical { 
> ‘i 1% Second Preferred—$7.00 pe ‘ Corporation, a newly formed sales er 
until Co Daeerecete Coser eer + _1,037,253.00 
Total Dividends . ..<«0sscess 5,132,631.00 The research and development initiated to provide 
the Fectary § Site soquired at ovens, vad aim teen vital materials for the Armed Services and other war- 
10th- eeu a MUOUEE BONE. 5 So chicicnccsccccececs $16,109,503.92 time needs, has enabled the Company 
wes ———— to go forward with many new prod- 
The foregoing balance sheet and statements are taken from the annual report, ucts and many new uses ; for present 
e re- dated March 2, 1944 to stockholders of Celanese Corporation of America, and products which should be extremely 
should be read in conjunction with such report which contains the certificate of * A 
ther Messrs. Peat, Marwick, Mitchelt- & Co., Auditors, attached to such financial useful in the post-war period. 
statements. A copy of the report to stockholders may be had upon application - . 
hout to the Corporation. The said balance sheet, statements, and report are not in An illustrated booklet, “The Celanese 
lora- tended to constitute an offer, solicii of offer, rep notice, adver- Family—Textile s, Plastics, Chemicals” 
f tisement, or any form of a prospectus in respect of any security of Celanese has just been published. It will gladly 
1ines Corporation of America. be sent on request. 
also 
and i Main Reg. U. 5. Pos. OF. 
ond Sales Offices: 180, MADISON AVENUE, New York 16, N. Y. 
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Forthcoming Dividend 





Meetings 
Company Time 

Air Reduction —_ 3-22 
Am. Home Products 10:00 A.M. 3-23 
Butler Bros Com. & pfd. 9:30 A.M. 3-23 
Consolidated Car Heating 2:00 P.M. 3-27 
Corn Products Com. & pfd 2:00 P.M. 3-22 
General Mills —_ 3-21 
Hartford Electric Light 4:00 P.M. 3-28 
syeaeeg Seogente Com. &pid. 2:30 P.M. 3-28 
Holly Sugar Com & 7% pfd. — 3-28 
e Bryant pid. 11:00 A.M. 3-28 
Corpn. 3:30 P.M. 3-28 
Stores 5 3:30 P.M. 3-23 
McLellan Stores 6% Com. & pfd. 4:45 P.M. 3-22 
Nat. Distillers 11:00 A.M. 3-23 
New York Trust Co 2:00 P.M. 3-21 
Norfolk & West Av. & pfd. 10:45A.M. 3-28 
Phila. Elec. Co. Com. & pfd. 11:45A.M. 3-28 
Public Service, N. J. 6% pfd. 3:00 P.M. 3-21 
Royal Typewriter Com. & pfd. 3:00 P.M. 3-29 
Southern Col. Edison “Noon” 3-31 
Tubize Rayon Class A & 7% pfd. 2:30 P.M. 3-20 
Union Cal. 10:00 A.M. 3-27 

Washington Gas Light Co. Com. 
& pid. 9:30 A.M. 3-22 
West Penn Elec. Co. 6 & 7% pid. 11:30 A.M 3-22 





Realistic Appraisal of the 
Air Lines 





(Continued from page 619) 


to Lisbon. There are also the Grace 
Line and the United Fruit airline 
subsidiaries. 

To sum up, the air transport in- 
dustry unquestionably is favored by 
a dynamic long-term growth prospect 
—yet when one attempts to allow for 
this future expansion of air traffic in 
terms of potential earnings, divi- 
dends and equity values of the indi- 
vidual companies, the conclusion 
can not be escaped that the latter po- 
tentials are in goodly degree conjec- 
tural and therefore speculative. The 
stocks do not offer a basis for invest- 
ment calculation. If one is bullish on 
them for the pull, it has to be very 
largely on the abstract, non-statistical 
basis of faith and hope. 

The routes served and the rates 
charged will remain under Govern- 
ment control, as much so as in the 
case of the railroads. But whereas 
competition of railroads with rail- 
roads is stabilized, this is not yet so 
of competition of air lines with air 
lines. Finally, even if post-war earn- 
ings prove as good as the optimistic 
hope, the percentage distributed in 
dividends probably will be rather 
low for a long time to come because 
major portions of earnings will have 
to be “ploughed back” in financing 
expansion of facilities. In addition to 
this self-financing, there will be 
much security financing, which 
means that the relationship of pres- 
ently outstanding stocks to the fu- 
ture capitalization is more than a 
little bit uncertain. Nevertheless, it 
seems likely that popular favor will 
suffice to put air line stocks higher in 
time. 





As I See It! 





(Continued from page 593) 


The spadework done at King Ibn 
Saud’s court seems to augur well for 
smooth sailing in the areas immedi- 
ately concerned. 


An Explosive Area 


However, the Near East has al- 
ways been one of the world’s more 
explosive areas and in the past, con- 
ditions and political alignments have 
seldom remained unchanged for long. 
This makes it vital that any respon- 
sibilities we may assume must be pro- 
tected against the vagaries of political 
and economic power play for which 
the Near East has so frequently 
served as a back drop. In thinking 
of such protection, I am not neces- 
sarily alluding to the need for naval 
or air bases, and military depots at 
strategic points though it may well 
come to that. In fact it seems likely. 
I am thinking primarily of the need 
for closest understanding and coop- 
eration with Britain as the dominant 
Mediterranean power and a benevo- 
lent Russian attitude since American 
interests in the Near East are operat- 
ing virtually in Russia’s back yard. 

International politics always run 
deeply and the full story of Near 
Eastern oil has yet to be told. For 
the moment there is no reason to be- 
lieve that an agreement with Britain 
cannot be achieved. The major dif- 
ficulty appears to center on commer- 
cial, or rather competitive questions, 
though indirectly they are closely in- 
terwoven with questions of future 
European policy. 


British Rivalry 


Already we learn that Britain in 
order to maintain dominance of the 
postwar European market for her 
own Iraq oil fields, has virtually shut 
off Alexandria as a prospective ter- 
minus of the planned American pipe 
line across A-abia by inducing the 
Egyptian Government to sponsor a 
15% export tax on oil from any 
source. As a result, American inter- 
ests are now contemplating terminal 
points in Palestine and Syria where 
they may share rights with Britain 
under existing mandates. This in 
tur: has led to British plans for 
dow>ling the capacity of their own 
pipe line from Iraq to Haifa. Thus, 
in the last analysis, what we witness 
today in the Near East is not so much 
a scramble for oil since both nations 
have large resources but a scramble 
for postwar markets, and indirectly 


for the political power that goes with 
it. The object may be oil and the 
scene may be the Near East, but the 
big stake is Europe and maintenance 
of world peace. It will require great 
astuteness and all the good will of 
which we are capable as Allies to 
achieve this goal. 

Luckily, in this we have important 
segments of British opinion on our 
side. While they fully realize that 
our aims are postwar and strategic, 
they also know that they can become 
a vital force for world peace despite 
the fact, or perhaps because of it, 
that we are taking stakes in parts of 
the world hitherto regarded as re. 
mote and outside of the sphere of 
American influence because of the 
demands of the accelerated age of 
mechanization ahead. 
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Re-evaluating Machine Tools 
as Peace Stocks 





(Continued from page 621) 


sems to have limited postwar ap- 
peal, as it is a typical “feast or fam- 
ine” company. Prolongation of the 
war would naturally be favorable. 
Bucyrus Erie has benefited less 
than most other companies by the 
war, and while President Roosevelt's 
postwar program for a huge system 
of national highways might develop 
favorably for this company, both in- 
vestment and speculative appeal 
veems rather limited. 

Buffalo Forge’s business has grown 
very rapidly—sales have increased six 
times in five years. Considering the 
wide diversification of products, 
some of which are in consumer lines, 
postwar outlook may be better than 
average. On this basis the stock ap- 
pears reasonably priced in relation 
to earnings and dividends. 

Bullard is a well-managed auto- 
matic machine tool company. Since 
it produces specialized machine tools 
-not fully interchangeable for war 
and peace—it may be able to main- 
tain a moderate volume of postwar 
business. Sales increased from §$1,- 
$10,000 in 1934 to $50,790,000 in 
1942—while share earnings increased 
from 40 cents to $8.63 after reserves 
of $4.35. At three times estimated 
earnings, the stock may have mod- 
erate speculative interest on a long- 
pull basis. 

Caterpillar sells on an investment 
basis because of its excellent record 
and relatively sound postwar pros- 
pects. Chicago Pneumatic Tool, on 
the other hand, is selling at 114 
limes earnings because of its highly 
trratic record. Fairbanks Morse oc- 
cupies a more neutral position since 
its business is partially allied with in- 
dustries which can share in postwar 
prosperity. 

Food Machinery sells at a gener- 
ous price in relation to earnings and 
lividends because of its fine growth 
record, and the general interest in 
the marvelous new methods of con- 
densing and packing foods. Foster 
Wheeler is obviously in a speculative 
Osition due to its poor past record 
ind its partial tie-in with the ship- 
building industry. The stock is the 
mly non-dividend payer in our list. 
Ingersoll Rand, Link-Belt, Mesta 
Machine and Monarch all have long 
lividend records, due to conserva- 
ve management rather than stable 
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That's to help more calls get through during rush periods. 


FER EPHBCORNE 


SHE HAS THE VOICE 
WITH A SMILE, TOO 


She's your personal representative at the 
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are in the investment or semi-invest- 
ment class. 

National Acme and Niles-Bement- 
Pond are typical machine tool com- 
panies, selling at low levels in rela- 
tion to earnings and dividends. Both 
have able managements which 
should be able to weather any post- 
war storm. United Engineering, 
like its competitor Mesta, has a very 
sound record but the stock has lim- 
ited speculative appeal. 

U. S. Hoffman, known principally 


for its manufacture of tailors’ equip- 
ment, should not suffer particularly 
in the postwar period, as the pants- 
pressing business will remain active: 
but at ten times earnings the stock 
doesn’t seem particularly interesting. 

Worthington Pump is one of the 
“feast or famine” issues with a con- 
siderable capital leverage. The com- 
pany needed several years of good 
earnings to get its house in order, 
and only resumed dividends last 
year after a lapse of 21 years. 
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Every brilliant drop of Old 
Grand-Dad is fine bourbon at its 
glorious best. So treasure each 
bottle that comes your way 
during these times of shortages. 
We’re doing our best to spread 
the available supply fairly. 


KENTUCKY STRAIGHT BOURBON WHISKEY 
100 PROOF ¢ BOTTLED IN BOND 


One taste will 











National Distillers Products Corporation, New York 





Significance of New Trends 
Toward Common Stock 
Financing 





(Continued from page 604) 


should tip the scale in favor of 
a marked revival of common stock 
financing after the war. Since 
investor preference is a vital question 
when contemplating new financing, 
corporate decisions should be impor- 
tantly influenced thereby. Many cor- 
porations, of course, are quite re- 
luctant to incur or increase fixed 
charges, and such reluctance may be 
counted upon to grow in direct pro- 
portion to any possible dubious ele- 
ment in the postwar economic out- 
look. It would be a further argument 
favoring common stock financing. 
The advantage of trading on the 
equity, that is, bond or preferred 
stock financing, in prosperous times 
constitutes a powerful counter-fac- 
tor. In such times, a corporation can 
make much more on its borrowed 
capital than the interest it has to pay 
on its bonds. However, such deci- 
sions are usually based on long-term 
considerations which may or may not 
command a different viewpoint. 
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Strong companies with an assured 
earnings outlook will probably con- 
tinue ‘to prefer bond financing 
though special circumstances may 
modify this prospect in some in- 
stances. Growth industries, on the 
other hand, and companies greatly 
dependent on the business cycle may 
be expected to favor equity financ- 
ing as the most practical way of se- 
curing needed funds. New enter- 
prises, and there may be a good 
many after the war, will almost ex- 
clusively resort to stock financing, as 
is usually the case with newcomers. 

To sum up, principal factors fa- 
voring common stock financing after 
the war are: (1) Investor preference. 
(2) Corporate reluctance to incur 
fixed charges. (3) Prospects of easier 
and cheaper stock financing. 

Factors favoring bond or pre- 
ferred stock financing are: (1) Low 
interest rates. (2) Corporate tax con- 
siderations. (3) Low financing costs. 

The cardinal question of whether 
or not to seek new capital hinges 
however mainly on the business cy- 
cle and future tax policy, that is the 
prospects of making profits and re- 
taining them. 

As to investor preference, this is a 
factor importance of which should 
not be underestimated. Increasingly 
wider acceptance of common stocks 
by large and small investors in re- 
cent years has been accompanied, 
and accelerated, by the changed at-- 
titude of institutional investors to- 
wards this type of security. In recent 
years, common stocks have come to 
represent a substantial part of their 
invested funds. 

For many years, ownership of com- 
mon stock was not considered repre- 
sentative of conservative investment 
policy of many institutions, endow- 
ment funds, etc., but evolutionary 
changes have since improved the in- 
vestment status of such equities and 
income as well as inflationary con- 
siderations have induced institution- 
al investment managers to plac€ a 
new standard of value on common 
stocks as investment media. The lat- 
ter’s stature, because of this develop- 
ment, has éxperienced a certain en- 
hancement of which the investing 
public is well aware. This wider ac- 
ceptance of common stocks has great- 
ly facilitated stock sales in the recent 
past; it should even more so in the 
future, supported by additional and 
quite valid reasons outlined before. 
Inflationary considerations, so long 
as a basis for them persists, are not 
to be minimized as apparently they 
still loom quite large in the public 
mind despite indications that the in- 
flationary peril may be greatly over- 
estimated. 


THE 


MAGAZINE OF WALL STREE 








How Much of What? 





(Continued from page 605) 


of this article. Especially as between 
two of the bars—the output of ma 
terials versus the output of finished 
products—there is a striking contra. 
diction. The total of finished prod. 
ucts in the Federal Reserve index 
averaged 263 per cent of the 1935, 
1939 base level for 1943, whereas the 
total of materials in the index aver- 
aged about 156 per cent of 1933 
1939. The finished products are, in 
the main, made out of the materials 
—so much so that a line graph of the 
two would show a very precise cor 
respondence for the entire period 
1929-1940; but a sharp and widening 
disparity during the three year 
1941-1943. Since the end of 1940 
there has been a rise of 175 index 
points in the product components a 
a group, but of only 32 points in the 
materials components of the index 
Taking the two years 1942-1943, the 
products group advanced about 1% 
index points, the materials group 
less than 10 points. In 1943, thy 
































materials group advanced less than ; 
index . points, the products grouj 
nearly 75 indéx points. How can si 
great a disparity between output oj 
materials and output of finished 
products be explained? Evidently ‘ 
large part of the answer is that th 
materials are countable — physica 
units, whereas “output” of product 
in the present index very largel 
measures man-hours of work rathe 
than physical volume of goods pr 
duced. 

Bearing further on this point, not 
in the chart that 1943 Output 0 
minerals—a physical measurement} 
was 132 per cent of the 1935-193 
average; while factory man-hours 
a measure of labor performed—wa 









210 per cent of the 1935-1939. ave! 
age. 
The most inclusive measure, |! 


dollars, of the country’s total ect 
nomic activity is national income. | 
this is adjusted for changes in th 
price level, it becomes a highly a 
curate measure of changes in thi 
physical volume of activity. Thu 
adjusted, the 1943 national incon 
was approximately 165 per cent 
the 1935-1939 average. It is interes 
ing to note—and we don’t hesitate | 
give ourselves a pat on the back f 
it—that THe Macazinet or Wal 
STREET'S index of business activi 
for 1943 was 163 per cent of the 193} 
1939 average; and thus very close! 
in line with “real” national incom 
Looking ahead to the not so di 
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For the Business Man 


THE REPUBLIC 
CHARLES A. BEARD F 
The Viking Press. 364 pp. $3.00. 

The republic, under our constitution, is the cen- 
tral theme around which the famous historian 
has created a series of most stimulating conver- 
sations, ranging far afield and producing an 
impressive amount of information of interest to 
every thoughtful citizen or student of politics. 
Among the fighting questions which Professor 
Beard discusses are such trenchant topics as: 
Is the U.S., in true fact, one nation indivisible? 
How closely should we be bound today by the 
constitution? How far may the Government go 
in promoting social welfare? How free is 
speech? Do Congress and the President fulfill 
today the functions established for them by the 
Constitution? What part should the U.S. play 
in world affairs? These and other subjects are 
discus.2d in a most thought-provoking fashion. 


eee 
AMERICAN SOCIETY IN 


WARTIME 
WILLIOM FIELDING OGBURN, Editor 
University of Chicago Press. 231 pp. $2.50. 


Changes which the war has wrought in our so- 
ciety, its effect on urban and rural communi- 
ties, family relationships and many other so- 
ciological aspects of war’s influence on society 
are discussed in this interesting volume by eleven 
professors of sociology, each an authority in his 
particular field. The book is offered as an ap- 
proach to the study of this influence, with its 
far-reaching repurcussions in the social structure. 


THE GREAT AMERICAN 


CUSTOMER 
CARL CROW 
Harper & Brothers. 243 pp. $3.00. 

An interesting record of American invention, 
ingenuity, mass production and merchandising 
told in a most fascinating and entertaining 
manner. The author of this volume crammed 
with amusing anecdotes tells the story of the 
process by which Americans have become the 
world’s greatest masters of machinery, and in 
the process portrays a clearcut conception of 
industrialism as part of the democratic process. 

——- 


HERE IS YOUR WAR 
ERNIE PILE 
Henry Holt & Co. 304 pp. $3.00. 


In his self-confessed ‘“‘worm’s-eye view”’ of the 
war in Tunisia, Ernie Pile has drawn a graphic 
and absorbing picture of the fighting in North 
Africa. Writing only what he saw, he also 
painted a deeply human portrait of the Ameri- 
ean soldier in action, interwoven with a multi- 
tude of minor ineidents of the kind not usually 
mentioned in news dispatches. 


PRESENT SAVINGS AND 
POSTWAR MARKETS 
SUMNER H. SLICHTER 
McGraw-Hill Book Company. 73 pp. $1.00. 
Professor Slichter in his study traces expertly 
the development and impact of our monetary 
inflation, its implications in terms of postwar 
inflationary threat and postwar markets. Ana- 
lyzing the huge war-time accumulation of 
liquid assets by individuals and corporations, 
the author in defining their volatility from the 
standpoint of postwar spending draws interest- 
ing conclusions. Most important perhaps is his 
view that the inflationary peril is probably less 
dangerous than has been generally feared. 


THROUGH JAPANESE BARBED 
WIRE 

GWEN PRIESTWOOD 

Appleton-Century Company. 197 pp. $2.00. 


This personal experience narrative is a de- 
tailed account of an English woman’s dramatic 
escape with a male companion from Stanley 
concentration camp in Hongkong and her long 
journey, partly through Japanese occupied ter- 
ritory, to Chungking and safety. The trek to 
Chungking took 24 days, with many narrow 
escapes from death. 








These books may be ordered from The 
Magazine of Wall Street book department. 
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tant period of post-Hitler decline in 
production and business, it is regret- 
table that the most widely accepted 
measuring rod will inevitably paint 
an exaggerated “picture” of the 
shrinkage in physical volume. What 
is actually happening at that time 
will be more realistically measured 
by the Department of Commerce 
monthly estimates of national in- 
come payments and by THE Maca- 
ZINE OF WALL STREET'S index of 
weekly business activity. 





Rails Suitable for 
Investment 
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interest on Income bonds has not 
been considered a fixed charge. Re- 
sultant totals on this capital struc- 
ture as they are likely to be shortly 
after emergence from reorganization 
adjusted in the manner described, 
have then been applied to actual 
earnings as reported for the years 
1929, 1932, 1936 and 1943. In our 
projections, a method identical to 
that used in the case of the solvent 
carriers was employed. 

Studies of this table suggest that 
among the highest credit roads the 
most attractive issues are Norfolk & 
Western and Chesapeake & Ohio. 
The former will undoubtedly resume 
dividends at the rate of $15 when 
excess profits taxes are eliminated 
and the latter should be able to re- 
port earnings greater than those in 
Table ITI since these earnings do not 
reflect the undistributed equity in 
Pere Marquette and Nickel Plate. 
Were we to include the undistributed 
equities in this subsidiary, earning 
power might reach $7 per share. 

In the second group Great North- 
ern and Atchison would appear to 
present the best possibilities—the for- 
mer, once its 1946 maturity problem 
is eliminated, being a candidate for 
a $4 or $5 dividend rate and the lat- 
ter almost sure to maintain its $6 
dividend which appears probable in 
the light of our projections as shown 
in Table III. 

Among the borderline equities 
Southern Pacific and Southern Rail- 
way are probably among the safest. 
It would not be surprising were 
Southern Pacific to pay a $5 dividend 
and Southern Railway a $4 dividend 
when the debt burden, of each will 
have been adjusted to a level easily 
borne in a depression year. Most 
speculative opportunities exist in the 
case of B & O and Illinois Central, 
although no dividend is to be ex- 
pected for a number of years until 
their debt problem is solved. 


THE 


Among the reorganized securities 
Minneapolis & St. Louis seems to of- 
fer the best values. with from $15, to 
$17 in earning power in sight and 
probable inauguration of dividends 
in the not too distant future, possi- 
bly at an $8 per share annual rate, 
Western Pacific is also speculatively 
attractive, since there is reason to 
believe that all of the new com. 
pany’s bonds may be retired before 
the end of 1945 and possibly even a 
portion of the preferred stock as well. 
Soo is also an attractive issue with 
postwar earnings of between $2 and 
$3 a share and probable $1 dividend 
The most seasoned of this group ig 
the Erie which is a sound equity 
and with postwar probable earnings 
ranging from $3 to $5 per share, in 
dicating that a $2 dividend may wel 
be inaugurated following the end o 
the war period. 


For Profit and 
income 








(Continued from page 628) 


nual interest charges thereon was a 
proximately $10,000,o00—the smallesj 
figures of debt and charges in thé 
history of this road. Out of huge ex 
cess profits taxes paid in 1943, the 1 
per cent post-war refund credi 
amounted to $12,910,851; and all o 
this was applied to debt reduction 
The road will reduce its debt furthe 
this year, very likely to not more tha 
$20,000,000 total, and perhaps t 
moderately less. 


New Highs 


Through the first two months 
the year the daily stock market table 
always show the highs for either t 
current year or the previous veaf 
whichever is highest; carrying t 
tabulation heading, for exampl4 
1943-1944 high. Beginning wit 
March, however, the new highs a 
for 1944 only. As long as the broa 
average in the new year has no 
topped the best level made in th 
previous year—as is the case now 
this change in the tables is somethi 
of an unavoidable nuisance. Thoug 
most stocks, as indicated by the ave 
age, have made only moderate n 
gains over the past couple of mont 
it is no trick, statistically, for sco 
of stocks to make new 1944 highs no 
on rallies.. To see which ha 
topped their major 1943 highs, ho 
ever, one must now tediously ched 
‘back on individual issues, and that 
quite a job. We list some in th 
class in an accompanying tabl 
Strong as the market has recen 
been, it remains far from unaf 
mous. Some stocks have recent 
made new lows for the year. 
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